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The following books are particularly adapted for family reading, and we 
do hope, as our political troubles are coded for awhile, that our friends will 
now settle down to their ^^ sober second thoughts,** and as ^ knowledge is 
power,'* and ^* information capital,** that instead of being satisfied with the 
periodical trash of the day, they will store their minds with something 
more solid, and for that purpose make a selection from the following list : 

MASON*S POPULAR SYSTEM OF FARRIERY; comprising a 
general description of the noble and useful animal the Horse, together with 
Uie quickest and simplest mode of fattening ; necessary treatment while 
undergoing excessive fatigue, or on a journey ; the construction and man- 
agement of stables ; different marks for ascertaining the age of a Horse : 
afso, a concise account of the diseases to which the Horse is subject; with 
such remedies as long experience has proved to be effectual. By Richard 
Mason, M. D., formerly of Surrey Co., Va. Ninth edition, with additions. 
To which is added, a Prize Estay on Muk»^ and An Appendix containing 
observations and recipes for the cure of most of the common distempers 
incident to Horses, Oxen, Cows, Calves, Sheep, Lambs, Swine, Dogs, &c. 
&c. Selected from different authors. Also, an Addenda^ containing Annals 
nf iht Turf^ American Stud Book^ Rules for Training, Racing, &c. 

The publishors have rccrivrd numerous flattcrinir notices of the q;rcat practical 
value ol these works. The distinguished editor otthe American Farmer, speak* 
ing of them, observes — " Wo cannot too highly recommend these books, and 
therefore advise every owner of a horse to obtain them." 

THE STOCK RAISERS MANUAL; a Guide to the raising and im- 
provement of Cattle, being a Treatise on their Breeds, Manajroment and 
Diseases. By W. Youatt, author of a "Treatise on the Horse,'* with 
numerous Illustrations. Complete in 1 vol. 8vo. 

This work will be found of the greatest importance to Farmers and Cattle Rais- 
ers throughout the United Stntcn. and should be in the possession of every Farmer, 
•■ it is the most complete work on this subject ever publit^hed. 

HIND'S POPULAR SYSTKM OF FARRIKRY, taught on a new 
and easy plan, being a Treatise on all the diseases and accidonts to wliich 
the Horse is liable. With considerahlr additions and iinprovoments, 
adapted particularly to this country, by Thomas M. Smith, Veterinary Sur- 
geon, and Member of the London Veterinary Medical Society. In 1 vol. 
ISmo. 



LETI'ERS FROM A FATHER TO HIS SONS !N COLLEGE.] 

By Samuel Miller, D. D., Professor in the Theological Seminary, Prince-' 
tun. New Jersej. 

The wriLBr of this volume has ha<l five eohb lisined and gradualed in ibo College 
of Now Jeraey. These Leliera. noi iudeed precisely in iheir preaeiit form, bul 
in BubitBncB, were aclually addreseed lo ihem. There ib, probnbly, not nne idea 
coninined in this manual which was nal, during tbelr course in ihe Ineinuiion, dis- 
linclly communicalcd lo ihem, either orally or in writing. The hifluenco of <hes<i 
cuunsela on Iheir minds, it ia believed, was not wholly useless. May they prove 
siiU more iiHeful when presented in Ihia revised and more public form. 

THE IMPORTANCE OF FAMILY RELIGION ; with a Selection 
of Hymns and Prayers, adapted to Family Worship, and Tables for llie 
regular Reading- of ^e Scriptures. Bv the Rev. S, G. Winchester, A. RL, 
lute Pastor of tlie Sixth Presbyterian Church, Philadelphia, and the Pees- 
hyt*rian Church at Natchez, Miss. In I vol. 13rao, 

The subject is one of incalculable practical importance, and is treated in a mas- 
terly manner. It coniaina an able, elaborate and highly inaituctive Eaflay or the 
obligation, nslura and importance of Family Religion ; and we hope, ere long, it 
will be found m the Library of every family. i 

BOOK OF POLITENESS The Genlleman and Lady's Book of Po- 

litenesa and Propriety of Deportment. Dedicated lo the Youth of bolh 
sexes. By Madame Celnart. Translated froni the Siiih Paris edition, 
enlarged and improved. Fifth American edition. 

THE BEAU'HES OF HISTORY, or Examples of the Opposite 
Effects of Virtue and Vice, for the use of Schools and Families, with 
Quealions for the Examination of Students. 1 vol. 13mo., with plates. 

This work is introduced into our High School. It ia particularly adapted jbr 

"We have received from Iho pubtishers. Messrs. Grigg Sr. Elliot, a very ner 
duodecimo volume, entilled ' The Btautiei of Hiilory i or, Examples of the oppo- 
site efiecis of Virtue and Vice, drawn from real life.*^ After a careful examinauon 
of this hook, we can conscienliouslj' recommend it to parents and Icachcis 

pass, the most striktne examples of individual virtue and vice which are spread 
forth on the pages of history, or are recorded in personal hiography. The noblest 
prccepu are recommended for the guidanio of youth ; and in the most impressive 
manner is he laught to conauer the degrading impulses which lower the standard 
of the human character. We have not lately niei with a volume vihich, in dewgn 
and eiecuiion, seemed so acceplable as this. The book, moreover, is handsomely 
got up, and illuslraled with wood engravings." 

GRIMSHAW'S LADIES' LEXICON, and Parlour Companion; con- 
taining nearly every word in the English language, and exhibiting ihe 
plurals of nouns and the participles of verbs, being also particularly adapted 
lo the use of Academies and Schools. By William Grimaho'w, Esq., autlior 
of the Gentlemen's Lexicon, &c. 

THE GENTLEMEN'S LEXICON, or Pocket Dictionary ; containing 
nearly every word in the English lancfuage, and eihibiijng the plurals of 
nouns and the paitieiples of verbs ; being also partioulariy adapted to the 
tise of Academies and Schools. By William Grimshaw, author of llie 
Ladies' Lexicon, History of England, of the United Stale*, &«. 

" 7. le public are "cain indebted to the lolenis of Mr. Grimshaw, for the very 
useful bi-ika which he has calM ■ The Ladies' and Gcmlemen's Lexicon,' The 
peculiarity and advanlegcB of these works may bo collecled from the following 
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portion of the pnS^oe. * They difTor from all preceding works of the kind in this, 
that Uwf exhibit the plants ot ail nouns which are not formed by the mere addi- 
tion of the letter S, and also the participles of every verb now generally used, and 
iinlfi acoompanied by a particular caution. No word has been admitted which is 
not DOW of poUlA or popular use, and no word has been excluded which is required 
■iikar in opiitolary composition or conversation.' " 

A DICTIONARY OF SELECT AND POPULAR QUOTATIONS, 
which are in daily use : taken from the Latin, French, Greek, Sjpanish, and 
Italian languages; toffether with a copious collection of Law maxims and 
Law lerma ; translated into English, with illustrations, historical and idio- 
matic. Sixth American edition, corrected with additions. 1 vol. ISmo. 

In preparing this sixth edition for the press, care has been taken to dve the work 
a thorough revision, to correct some errors which had before escaped notice, and 
to insert many additional Quotations, Law maxims and Law terms. In this state 
it is offered to the public in the stereotype form. This Utile work should find its 
way into every fiimily hbrary. 

MALTE-BRUN'S NEW AND ELEGANT QUARTO ATLAS; 
containing forty coloured maps. 

The Atlaa is particularly adapted for Colleges, Academies, Schools, and private 
families. There is no work that ever was published in this country which has 
received more numerous and flattering recommendations. 

THE AMERICAN CHESTERFIELD; or "Youth's Guide to the 
Way to Wealth, Honor, and Distinction,'' &c. : containing also a complete 
treatise on the art of Carving. 

" We most cordially recommend the American Chesterfield to general atten- 
tion; bat to younff persons particularly, as one of the best works of the kind that 
has ever been published in this country. It cannot be too highly appreciated, nor 
its ptroaal be unproductive of satisfisMition and usefulness." 

SENECA'S MORALS— By way of abstract to which is added, a Dis- 
course under the title of an Af\er-Thought, by Sir Roger L'Estrange, Knt 
A new fine edition, in 1 vol. 18mo. 

A copy of this valuable little work should be found in every family library. 

THE DAUGHTER'S OWN BOOK; Or Practical Hints from a Fa- 
ther to hb Daughter. In I vol. 18mo. 

This is one of the most prurtical and truly valuable treatises on the culture and 
dincipline of the femnlc mind, whirh hns hitherto been published in thifl cnuntrv. 
and the publishers are very ronfident, from the great demond for this invaluable 
little work, that ere long it will be found in the library of every young liidy. 

GOLDSMITH'S ANIMATED NATURE, in 2 vols. 8vo., beautifully 
illnstrated. 

" Goldsmith can never be mnde obsolete, while delicate genius, exquisite feelinfr, 
fine oivention, the most harmonious metre, and the happiest diction are at all 
valued.'; 

This ia a work that should be in the library of every family, being written by 
one of the most talented authors in the English language. 

THE WORKS OF LAURENCE STERNE, in 1 vol. 8vo., with a 
life of the author, written by himself. 

The beauties of this author are so well known, and his errors in style and 
expression so few and far between, that one reads with renewed delight his deli- 
cate turns, &c. 
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JO^KPHUS'S(Fl,AVlUS) WORKS. By the lato William WhbtonJ 
A. M. From the last London edition, compli ' 



V firniily in our coaMty has a copy of the Holy Bible 
\B libpiiy ol' Baying lo nil [boae ibal do. Iboi ibo pntiiani of ibe wiiiirigg of Jose- 






, ..JB will be found -, ^ „ 

All ihoae wbo wish to pOBUsa a beauliful and correct copy of ihis invaluuble 
work, would da well to purctiaac this tdiiion. It ta for sale at slMlie prindpil 
baoltBlnres in the Uniled Slalea, by country nierctuuiU generally in ibe Southern 
and Wtmern Stalce. 

SAY'S POLITICAL ECONOMY. A Treatise on Polilica! Economy, 
or the Production, Disttibulion, and ConBuraption of Wealth. By Jean 
Bapliste Say. Fiftli American edition, with Additional Notes, by C. C. 
Biddle, Eai]., in 1 vol. Bvo. 

The editor of the North American Review, spealiing of .Sny, oliservos, that 
" be is the moat popular, and perhapa the most alile wriicr on Foblical Economy, 
unce Ibe lime of Smith." 

BENNtrr'S (ReT.John) LETTERS TO A YOli^G LADY, on b 
variety of subjenlB caleiUnled lo improve the heart, to form tlie manners, 
and enlighten iho understanding. " That our Daughters may be as polished 
corners of the Temple." 

TbepubUshers sincerely hope, (for ihr hajipintii ofmaakiml,) that a copy of thla 
valunbk Utile work will be found the conipBnion of every young lady, as much of 
■,hc happincas of every family depends on the proper culljvaiion of the female mind, 

BURDER'S VILLAGE SfCRMONS, or 101 plain and short Diacoursn 
on the principal doctrines of the Gospel ; intended for the ose of families, 
Sunday schools, or companies assembled for reli^ous ingtrnction in conntiy 
villages. By George Burder. To which is added, Vi each Sermon, a short 
Prayer, with some general prayers for families, schools, &c., at the end of 
the work. Complete in I vol. 8vo, 

na, which are charaeteriied by n beautiful aimplidty, the entire 
ruvcrey, and a true evatigelical spirit, hnvo gone ihrouEh many and 
and been iranslaied into ecvcral uf the (■ontineninT lanKuagea. 

-udiii-ini; the Goppel into districts, and even into parisb churches, 

wns rompn re lively unknown." 

fully di'.iiTvcB (he immortality it boE attuned." 

- ...c library tilition of ihiB invaluable work, and when we say that il 

should be found in the pOBfeasion of everjr (omily, wc only rei'craie the senlimcnia 
md sincere wiaLes of all wbo lakeadceptnlercai In the eternal welfare of maiikind. 
NEW SONG BOOK.— Grigg'B Southern and Western Song;sler; heinp 
1 choice collt«tion of the most fashionable songs, m;iny of which — ■- "- 
ginal, in 1 vol. Ifimo. 

Great care wna taken in the selection, lo admit no song that containe 
aUghtcBl degree, any indelicate ot improper nllusions. and with great pri , ._ ^ . 
mtiy rlnini the title of " The Parlour Song Book or Kongaitr. The imroottal 
Shukspeare ohservei- 



FAMILY PRAYERS AND HYMNS, adapted to family worship, and 
tables for the teifular reading of the Scriptures. By Rev. S. C. Winches- 
ter, A. M., lalp Pastor of the Sixth Presbyterian Church, Philadelphia, and 
1 the Prcsbyleran Church at Naiche^, Miss. I vol. I'ima. 
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TO THE SIXTH EDITION. 



A mv edition of this translation of the popular treatise of M. Say having 
caQed for, the five previous American editions being entirely out of 
print, the editor has endeavoured to render the work more deserving of 
the &vour it has received, by subjecting every part of it to a careful re- 
rUUuL As the translation of Mr. Prinsep was made in the year 1821 , 
from an earlier edition of the original treatise, namely, the fourth, which 
bad not received the last corrections and improvements of the author* 
wherever an essential principle had been involved in obscurity, or an 
error had crept in, which had been subsequently cleared up and removed, 
the American editor has, in this impression, reconciled the language of the 
test and notes to the fifth improved edition, published in 1826, the last which 
IL Say lived to give to the world. It has not, however, been deemed 
necessary to extend these alterations in the translation any further than 
to the correction of such discrepancies and errors as are here alluded to ; 
and the editor has not ventured to recast the translation, as given by Mr. 
Prinsep, merely with a view to £u;commodate its phraseology, in point 
of neatness of expression or diction, to the last touches of the author. 
The translation of Mr. Prinsep, the editor must again be permitted to 
oboerve, has been executed with sufficient fidelity, and with considerable 
&firft and elegance ; and in his opinion it could not be much improved by 
eren remoulding it after the last edition. The translation of the introduc- 
tion, given by the present editor, has received various verbal corrections ; 
■nd such alterations and additions as were introduced by the author into 
hia fifth edition, will now be found translated. 

It is, moreover, proper to state, that at the suggestion of the American 
p ropriet o rs and publishers of this edition of the work, the French moneys, 
weights and measures, throughout the text and notes, have been convert- 
ed fanto the current coins, weights and measures of the United States ; 
when the context strictly required it by a rigorous reduction, and when 
merdy assumed as a politico-arithmetical illustration, by a simple approx- 
imation to a nearly equivalent quantity of our own coins, weigiits or 
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measures. This has been done to render the work aa extensively uselbl 
83 possible, and will, no doubt, make tlie author's genera! principles and 
reasonings more easily comprehended, as well as more readily remem- 
bered, by the American student of political economy. 

Many new notes, it will be seen, have been added by the American 
editor, in further iiluatration or correction of those portions of the text 
which still required elucidation. The statistical data now incorporated 
in these notes, have been brought down to the most recent period, hoth 
in this country and in Europe. No pains have been spared in getting 
access to authentic channels of information, and the American editor 
trusts that the present edition will be found much improved throughout. 

The death of M. Say took place, in Paris, during the third week of No- 
vember, ia'i2, on which occasion, according to the statements In the French 
journals, such funeral honours were paid to his memory as are due to 
eminent personages, and Odilon-Barrot, de Sacy, de Laborde, Blanqul, 
and Charles Dupin, his distinguished countrymen and admirers, pro- 
nounced discourses at the interment in the cemetery of Pdre Lachaise. 

The account of his decease, here subjoined, is taken from the London 
Political Examiner of tlie 25th of November, 1832, and is from the pen 
of Its able editor, Mr. Fonblanque, one of the most powerful political 
writers in England. Mr. Fonblanque, it appears, was the personal friend, 
as well as the warm admirer, of the genius and writings of M. Say, and 
was well qualified to appreciate his high inteilectuat endowments, hia 
profound knowledge and political wisdom, his manly inde[)endence, his 
mild yet dignified consistency of character, and above all, his rare and 
shining private virtues. There hardly could be a more interesting and 
instructive task assigned to the philosophical biographer, than a feithful 
portraiture of the life and labours of this illustrious man, which were so 
ardently and eiEciently devoted to the advancement of the happiness and 
prosperity of his fellow-men. Perhaps the writings of no authors, how- 
ever great their celebrity may be, are exerting a more powerful and en- 
during influence on the well-being of the people of Europe and America, 
than those of Adam Smith, and John Baptiste Say. 

" France has this week lost another of her most distinguished writers 
and citizens, the celebrated political economist, M. Say. The invaluable 
branch of knowledge to which the greatest of his intellectual exertions 
were devoted, is indebted to him, amongst others, for those great and 
all-pervading truths which have elevated it to the rank of a science ; and 
to him, far mure than to any others, for its popularization and difTuaion. 
Nor was M. Say a mere political economist ; else had he been necessarily 
a bad one. He knew that a subject so ' immersed in matter,' (to use the 
line expression of Lord Bacon,) as a nation's prosperity, must be looked 
at on many sides, in order to be seen rightly even on one. M. Say was 
one of the most accomplished minds of his age and country. Though he 
had given his chief attpntion to one particular aspect of human affairs, 
A\i their aspects were interesting to him ; not one was excluded from his 
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BY 

THE AMERICAN EDITOR 

TO THE FIFTH EDITION. 



No work upon political economy, since the publication of Dr. Adam 
Smith's profound and original Inquiry into the Nature and Causes of the 
Wealth of Nations, has attracted such general attention, and received 
such distinguished marks of approbation from competent judges, as the 
" Traite D*Economie Politique," of M. Say. It was first printed in Paris 
in the year 1803; and, subsequently, has passed through five large 
editions, that have received various corrections and improvements from 
the author. Translations of the work have been made into the German, 
Spanish, Italian, and other languages ; and it has been adopted as a text- 
book in all the imiversities of the continent of Europe, in which this new 
but essential branch of liberal education is now taught. The four 
former American editions of this translation have also been introduced 
into many of the most respectable of our own seminaries of learning. 

It is unquestionably the most methodical, comprehensive and best 
digested treatise on the elements of political economy, that has yet been 
presented to the world. It exhibits a clear and systematical view of all 
the solid and important doctrines of this very extensive and difficult 
science, unfolded in their proper order and connexion. In the establish- 
ment of his principles, the author's reasonings, with but few exceptions, 
are logical and accurate, delivered with distinctness and perspicuity, and 
generally supported by the fullest and most satisfactory illustrations. A 
rigid adherence to the inductive method of investigation, in the prosecu- 
tion of almost every part of his inquiry, has enabled M. Say to effect a 
nearly complete analysis of the numerous and complicated phenomena 
of wealth, and to enunciate and establish, with all the evidence of de- 
monstration, the simple and general laws on which its production, dis- 
tribution, and consumption depend. The few slight and inconsiderable 
errors into which the author has fallen, do not affect the general sound- 
ness and consistency of his text, although, it is true, they are blemishes 
that thus far darken and disfigure it. But these are of rare occurrence, 
and the false conclusions involved in them may be easily detected and 
refuted by recurrence to the fundamental principles of the work, with 
which they manifestly are at variance, and contradict. 
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The fimndatkm of the science of political economy was firmly laid, 
•nd the only suooessful method of conducting our inquiries in it pointed 
out and exemplified by the illustrious author of the Wealth of Nations ; 
a number of its leading doctrines were also developed and explained by 
other eminent writers on the continent of Europe, who, about the same 
time, were engaged in investigating the nature and causes of social 
riebesL Bat neither the scientific genius and penetrating sagacity of the 
former, nor the profound acuteness and extensive research of many of 
the latter, enabled them to obtain a complete discovery of all the actual 
phenomena of wealth, and thus to effect an entire solution of the most 
abstmae and difllcult problems in political economy; those, namely, 
which demonstrate the true theory of value, and unfold the real sources 
of production. Aided, however, by the valuable materials collected and 
arranged by the labours of his distinguished predecessors, here referred 
XOt and proceeding in the same path, our author, with the closeness and 
minutenes of attention due to this important study, has succeeded in 
examining under all their aspects, the general facts which the ground- 
work of the science presents, and by rejecting and excluding the acci- 
dental circumstances connected with them, has thus established its ulti- 
mate laws or principles. 

Accordingly, by pursuing the inductive method of investigation, Kl 
Say, in the most strict and philosopliical manner, has deduced the true 
nature of value, traced up its origin, and presented a clear and accurate 
explanation of its theory. His definition of wealth, therefore, is more 
precise and correct than that of any of his predecessors in this inquhry. 
The agency of human industry, which Dr. Adam Smith, not with the 
strictest propriety, denominated labour, the important operation of natu- 
ral powers, especially land, and the functions of capital, as well as the 
rdflUtive services of these three instruments, and the modes in which they 
all concur in the business of production, were first distinctly and fully 
pointed out and illustrated by our author. In this way he successfully 
unfolded the manner in which production is carried on, and imparts value 
to the products of agriculture, manufactures, and commerce. By, also, 
distinguishing reproductive from unproductive consumption, M. Say has 
exhibited the exact nature of capital, and its consequent important 
agency in production, and thus has shown why economy is a source of 
natlcmal wealth. Such are this author's peculiar and ori^nal specula- 
tions, the firuits of deep and patient meditation on the phenomena ob- 
■enred. The elementary principles derived from them, with others pre- 
Tionsly ascertained, he has combined into one harmonious, consistent, 
and beautiful system. 

But a few of these solid and well-established positions have been criti 
daed and objected to as inconclusive and inadmissible, by Mr. Ricardo 
and by Mr. Malthus, two of the ablest and most distinj^uished political 
economista among our author's contemporaries. Other doctrines in rela- 
tion to the nature and origin of value have been advanced by them, and 
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with ao much plausibility too, that some of the moat acute reosoners of 
the present day have not been aufficiently on their guard against the 
fallacies involved in them. The mathematical cast given to their reason- 
inga by these writera, has captivated and led astray the understandings 
of intelligent and sagacious readers, and induced them to adopt, as 
Ecientilic truths, what, when properly investigated and analyzed, are 
found to be merely specious hypotheses. Hence it is that a theory of 
value, purely gratuitous, has been extolled in one of the principal literary 
journals of Great Britain, as being " no less logical and conclusive than 
It was profound and important." Our author, accordingly, deemed it 
necessary to examine the arguments brought forward in support of these 
views of his opponents, in order to test their soundness and accuracy, 
and to submit his own principles to a further review, that he might be- 
come satislied that the concluaions he had deduced Irom them had not 
been in any manner invalidated. 

In the notes appended by M. Say to the French translation of Mr. 
Bicardo's Principles of Political Economy and Taxation, the reader will 
find what the editor deems a masterly and conclusive refutation of the 
theoretical errors of this author. M. Say's strictures upon the twentieth 
chapter of the work, entitled, " Value and Riches, their Distinctive Pro- 
perties," are in his opinion decisive and unanswerable. The fallacies con- 
tained in Mr, Ricardo's theory of value, which, the editor thinks, may 
be traced to an anxiety to give consistency to the loose and inaccurate 
proposition of Dr. Adam Smith, that exchangeable value is entirely de- 
rived from human labour, are there fully exposed, and his whole train 
of reasoning, in connection witli it, shown to rest upon an unwarrantable 
assumplloa It must, however, be conceded that Mr. Ricardo was an 
intrepid and uncompromising reasoner, who always proceeded in the 
roost direct and fearless manner from his premises to the conclusion. But 
not uniting with the strongest powers of reasoning, a capacity for ana- 
lytical subtilty, lie sometimes did not perceive verbal ambiguities in the 
formation of his premises, and transitions in the signilication of Ms 
terms in the conduct of ids argument, which, in these instances, vitiated 
his conclusions. The fundamental errors into which he has fallen, accord- 
ingly, do not arise from any want of strictness in his deductions, but 
from undue generalizations and perversions of language. In M. Say'a 
Letters to Mr. Malthus, which have been translated by Mr. Richter, the 
points at issue between these two eminent political economists are dis- 
cussed in the most luminous, impartial, and satisfactory manner ; and by 
all candid and unprejudiced critics must be considered as bringing the 
controversy to a close. 

It is not his intention, nor would it be proper on this occasion, for the 
editor to enter further into the merits of the controversial writings of our 
author. Any dispassionate inquirer, who will take the pains carefully to 
leview the whole ground in dispute, will, he thinks, find that the disqui- 
sitions referred to contain a triumphant vindication of such of the author's 
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principles ai had been assailed by his ingenious opponents. 
the stody of the science of political economy shali be more 
genenlly cultivated as an essential branch of early education, most of 
Clie afaatnue iioestions involved in the controversies which now divide 
Ciie writers on this subject will be brought to a conclusion ; the accession 
c€ Qseliil knowledge it will occasion will more eflfectually eradicate the 
pnjiidiceB which have given birth to these disputes and misconceptions, 
Chan any direct argumentative refutation. 

The great merits of this treatise on political economy are now begin- 
ning to be wen known and properly estimated by that class of readers 
wlio take a deep interest in the progress of a science, which ** aims at 
ttie improvement of society,*' as Duqald Stewart so truly remarks, ''not 
by delineating plans of new constitutions, but by enlightening the policy 
of actual legislators;'' a science, therefore, with the right understanding 
of wliose principles, the welfare and happiness of mankind are intimately 
ooonected. 

In alluding to this admirable work of M. Say, Mr. Ricardo remarks, 
■* tiiat its anther not only was the first, or among the first, of continental 
writers, who justly appreciated and applied the principles of Smith, and 
who liaa done more than all other continental writers taken together, to 
reeomniend the principles of that enlightened and beneficial system to 
tlie nations of Europe ; but who has succeeded in placing the science in 
a more logical, and more instructive order ; and has enriched it by seve- 
ral discussions, original, accurate, and profound." 

The EngUsh public has for some time been in possession of the present 
excellent translation of this treatise by Mr. Prinsep; the first edition of 
which was published in London in the spring of lS2i. It is executed 
with spirit, elegance, and general fidelity, and is a performance, in every 
respect, worthy of the original. It is here given to the American reader 
witliout any material alteration. 

In various notes which the English translator has thought proper to 
snbjoin to his edition of the text, he has wasted much ingenuity in en- 
deavooring to overthrow some of the author's leading principles, which, 
notwithstanding these attacks, arc as fixed and immutable as the truths 
wlilch constitute their basis. Had Mr. Prinsep more thoroughly studied 
IL 8ay*8 profound theoretical views on the subject of value, and had he, 
made himself acquainted, which it nowhere appears that he has 
with the powerful and victorious defence of these doctrines, con- 
tained in the notes on Mr. Ricardo's work, and in the letters to Mr. 
lialthns, already referred to, he. perhaps might have discovei'ed, that they 
are the ultimate generalizations of facts, which, agreeably to the most 
legitimate rules of philosophizing;, the author was entitled to lay down 
as general laws or principles. At all events, Mr. Prinsep should not have 
ventured upon an attack on these first principles of the scienco of politi- 
cal economy, without this previous examination. 

8iieh« thmfore, of these notes of the English translator as are in oppo- 
to the well-established elements of the science, and have no other 

B 
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support than the hypothesis of Mr. Ricardo and Mr. Malthus, have been 
(intirply omitted; the American editor not deeming himself under any 
obligation to give currency to errors, which would perpetually interrupt 
and distract the attention of the reader in a most abstruse and difficult 
inquiry. Other notca of the translator, which contain interesting and 
■valuable illustrations of other general principles of the worlt, drawn 
from the actual state of Great Britain and her coloniea, have been retain- 
ed in this edition, as appropriate and useful. Tlie translator's remarks 
on the pernieioua character and tendency of the restrictive and prohibi- 
tive policy, are particularly worthy of regard, confirming as they most 
fully do, on this subject, all the important conclusions of the author. The 
folly of attempting,' either by extraordinary encouragements, to attract 
towards some branches of production a larger share of capital and in- 
dustry th.in would be naturally employed in them, or by uncommon 
restraints forcibly to divert from others a portion of the, capital and in- 
dustry that would otherwise be invested in them, is at last beginning to 
be understood. 

The restrictive system, or that which by means of legislative enact 
ments endeavours to give a particular direction to national capital and 
industry, derived its whole support from the assumption of positions 
now generally admitted to be gratuitous and unfounded, namely, that in 
trade whatever is gained by one nation must necessarily be lost by 
.inother, that wealth consists exclusively of the precious metals, and con- 
sequently, that in all sales of commodities, the great object should be to 
obtain returns in gold and silver. In Europe these erroneous opinions 
have now, for snme time, been relinquished by political economists of all 
the various schools, some of whom yet differ and dispute respecting a 
few of the more recondite and ultimate elements of the science. In the 
whole range of inquiry in political economy, perhaps there is not a single 
proposition better established, or one that has obtained a more universal 
sanction from its enlightened cultivators in every country, than the libe- 
ral doctrine, that the most active, general, and profitable employments 
are given to the industry and capital of every people, by allowing to 
their direction and application the most perfect freedom, compatible with 
the security of property. This fundamental position of political economy, 
and the various principles that flow from it as corollaries, were first sys- 
tematically developed, explained, and taught by the great father of the 
science. Dr. Adam Smith ; although glimpses of the same important truth 
had previously, and about the same time, reached the minds of a few 
eminent individuals in other parts of the world. " The most etfectual 
plan fur advancing a people to greatness," says Dr. Smith, " ts to main- 
tain that order of things which nature pointed out ; by allowing every 
man, as long as he observes the rules of justice, to pursue his own inter- 
est in his own way, and to bring both his industry and his capital Into 
the freest competition with those of his fellow-citizens." Animated by a 
like desire to promote the improvement and happiness of mankind, with 
1'iat which actuated the author of the Wealth of Nations, the most pro. 
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Iwiiiirfet unong his successors embraced his enlarged and benevo- 
tent vtewsi as the only certain means of increasing the general prosperity, 
•ad eioqueiitlj maintained and enforced them. The doctrines of the 
firaedom of trade and the rights of industry, were vindicated and taught 
bj aD the distinguished British political economists ; namely, by Dugald 
Blewutt Ricardo, Malthus, Torrens, Homer, Huskisson, Lauderdale, 
gfi»tfm, MiUs, Craig, Lowe, Tooke, Senior, Bowring, M'Culloch, and 
Wbatlej ; and, on the continent of Europe, by authors as celebrated, 
bj Say, Droz, Sismondi, Storch, Gamier, Destutt-Tracy, Ganilh, Jovella- 
noa, Sutorios, dueypo, Lelder, Von Schlozer, Kraus, Weber, Muller, 
Bcarbeckt Pechio, and Gioja. 

*■ Under a Sjrstem of perfectly free commerce," says Mr. Ricardo, 
" each country naturally devotes its capital and labour to such employ- 
ments as are most beneficial to each. This pursuit of individual advan- 
tage is admirably connected with the universal good of the whole. By 
stimulating industry, by rewarding ingenuity, and by using most effica- 
doosiy the powers bestowed by nature, it distributes labour most effec- 
tively and most economically : while by increasing the general mass of 
productions, It diffuses general benefit, and binds together by one com- 
mon tie of interest and intercourse, the universal society of nations 
throughout the civilized world. It is this principle which determines that 
wine shall be made in France and Portugal, that corn shall be grown in 
America and Poland, and that hardware and other goods shall be manu- 
Acturad in England.*' 

Our own celebrated countryman, Franklin, too, with a sagacity and 
Ibroe which always characterized his intellect, maintained and exempli- 
fied in his ** Essay on the Principles of Trade," what he therein repeat- 
edly called ** the great principle of freedom in trade.*' Even before the 
mppemnxtce of the Wealth of Nations, he had with almost intuition anti- 
e^peted some of the most profound conclusions of the science of political 
economy, which other inquirers had arrived at only aflcr a patient and 
laborious analysis of its phenomena. The new and generous commer- 
cial policy is not more beholden for support and currency to the argu- 
ments and illustrations of any of its early expositors, than to the clear 
and vigorous pen of the highly gifled American philosopher. *' The ex- 
presaions, Laitsez nous /aire, and pas trap gouvernerj^ which, to use 
the language of Duoald Stewart, the highest of all auttiorities, '* com- 
prise in a few words two of the most important lossuns of political wis- 
donit are indebted chiefly for their extensive circulation, to the short and 
luminous comments of Franklin, which had so extraordinary an influence 
on public opinion, both in the Old and New World." Nevertheles-s, 
atnmge as it may seem, by a perversion or misconception of a few of 
his incidental opinions, the name of the first of practical statcsnicn has 
been invoked, and its authority employed amon^ u.s in aid of a system 
of restraints and prohibitions on commerce, wtiich it was the chief aim 
cf Us politico-economical writings to refute and condemn, as alike repug- 
to eound theory and destructive to national prosperity. Whenever 
statesmen and legislators shall have as clear and steady per- 
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ceptions as Franklin of the truth and wisdom of the doctrine of commu 
cial freedom, we may expect that our national and state codes wi!i no 
longer exhibit so many traces of that empirical spirit of tampering regu- 
lation which, instead of invigorating and quickening the development of 
national wealth, only cramps and retards its natural growth, " Where 
should we expect," saya M. Say, in a letter to tlie editor, "sound doo 
trine to be better received than amongst a nation that supports and illus- 
trates the value of free principles, by the most striking examples. Tiie 
old states of Europe are cankered with prejudices and bad habits ; it ii 
America who will teach them the height of prosperity which may bo 
reached when governments follow the counsels of reason, and do not 
coal loo much." 

The preliminary discourse has been translated by the American editor, 
and in his editions of the work restored to its place. The editor must 
confess that he is at a loss to account for the omission by the English 
translator of so material a part of the author's treatise as this introduce 
tion to his whole inquiry. In itself it is a performance of uncommon 
merit, has immediate reference to, and sheds much light over, the gene- 
ral views unfolded in the body of the work. The nature and object of 
the science of political economy, the only certain method of conducting 
any of our inrjuiries in it with success, and the causes which have hither- 
to 80 much retarded its advancement, are all considered and pointed out 
with great clearness and ability. The author has also connected with It 
a highly interesting and instructive historical sketch of tlie progress of 
this science during the last and present century, interspersed with nu- 
merous judicious and acute criticisms upon the writings and opinion* 
of his predecessors. Moreover, this discourse, throughout every part, 
is deeply philosophical, and well calculated to prepare the reader for tha 
study on whicii he is about to enter. The editor has, therefore, he trusts, 
performed an acceptable service in putting the American student in pos- 
session of so important a part of the original work.* 

Notes have also been subjoined by the American editor, for the pur- 
pose of marking a tew inconsiderable errors and inconsistencies into 
which the author has inadvertently fallen, and of supplying an occasional 
illustration, drawn from other authors, of such passages of the text 
as seemed to require further elucidation or correction. 

C.C.B. 

FniLADELFHtA, April, 1332. 

• Tho rollowinq' eilrnct of a letter from M. Say, In the American editor, it may not 
be improjier to eubjuin. 09 it cuntoins tfae autlior's opinion of Ihe Tulue he ittacbea to 
the prcliinlnary discourBe. 

" Your tranBlntion and reitoralion of the preliminary diicoane adds, in my ey en, a 
new value lo your edition. It could only hare lieen from a. narrow calculalion of Iha 
Enriiih publinhcr, that it waa omilled in Mr. Prinsep's IranBlalion. Ought thai portion 
of the work to ho deemed unuscful, whose aim is to unfold [lie real object of the icience, 
lo present a rapid sketch of it> hislofy, and to point out Ihe only true melhcxi of inve*. 
tigaline it with iucccbb? Mr. George Prymc, proicisor of political economy in tha 
noireraity of Cambridge, in England, mskea thia icry diacoane Ihe priaciptl to|na of 
HTeral of hii fint lectures." 
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INTRODUCTION. 



A sciBiCGB only adrances with certainty, when the plan 
of inquiry and the object of our researches have been 
cleariy defined; otherwise a small number of truths are 
loosely laid hold of, without their connexion being per- 
ceiTed, and numerous errors, without being enabled to de- 
tect their fallacy. 

For a long time the science of politics, in strictness lim- 
ited to the investigation of the principles which lay the 
foundation of the social order, was confounded with political 
economy^ which unfolds the manner in which wealth is pro- 
doced, distributed, and consumed. Wealth, nevertheless, 
18 essentially independent of political organization. Under 
CTery form of government, a state, whose affairs are well 
administered, may prosper. Nations have risen to opu- 
lence under absolute monarchs, and have been ruined by 
popular councils. If political liberty is more favourable to 
he development of wealth, it is indirectly, in the same 
manner that it is more favourable to general education. 

In confounding in the same researches the essential ele* 
mpnts of good government with the principles on which the 
growth of wealth, either public or private, depends, it is by 
no means surprising that authors should have involved 
these subjects in obscurity, instead of elucidating them. 
Stewart, who has entitled his first chapter "Of the Govern- 
ment of Mankind,'' is liable to this reproach ; the sect ot 
** Economists'' of the last century, throughout all theiv 
writings, and J. J. Rousseau, in the article " Political Exo 
nomy in the Encyclopcdie, lie under the same imputation. 

Since the time of Adam Smith, it appears to me, these 
two very distinct inquiries have been uniformly separated; 
the term political economy* being now confined to the sci- 
ence which treats of wealth, and that of politics, to desig- 
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nate the relations existing between a govemment and its 
people, and tlie relations of different states to each other. 

The wide range taken into the field of pure politics, 
whilst investigating the subject of pohtical economy, seem- 
ed to furnish a much stronger reason for including in the 
same inquiry agriculture, commerce and the arts, the true 
sources of wealth, and upon which laws have but an acci- 
dental and indirect influence. Thence what interminable 
digressions ! If, for example, commerce constitutes a 
branch of political economy, all the various kinds of com- 
merce form a part; and as a consequence, maritime com- 
merce, navigation, geography — where shall we stop? All 
human knowledge is connected. Accordingly, it is neces- 
sary to ascertain the points of contact, or the articulations 
by which the different branches are united ; by this means, 
a more exact knowledge will be obtained of whatever is 
peculiar to each, and where they run into one another. 

In the science of political economy, agriculture, com- 
merce and manufactures arc considered only in relation to 
the increase or diminution of wealth, and not in reference 
to their processes of execution. This science indicates the 
cases in which commerce is truly productive, where what- 
ever is gained by one is lost by another, and where it is 
profitable to all ; it also teaches us to appreciate its several 
processes, but simply in their results, at which it stops. 
Besides this knowledge, the merchant must also understand 
the processes of his art. He must be acquainted with the 
commodities in which he deals, their qualities and defects, 
the countries from which they are derived, their markets, 
the means of their transportation, the values to be given for 
them in exchange, and the method of keeping accounts. 

The same remark is applicable to the agriculturist, to 
the manufacturer, and to tiic practical man of business; 
to acquire a thorough knowledge of the causes and conse- 
quences of each phenomenon, the study of political econo- 
my IS essentially necessary to them all ; and to become ex- 
pert in his particular pursuit, each one must add thereto a 
Knowledge of its processes. These different subjects of in- 
vestigation were not, however, confounded by Dr. Smith ; 
but neither he, nor the writeis who succeeded him, have 
guarded themselves against another source of confusion, 
here important to be noticed, inasmuch as the develop* 
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moBts resQlting from it, may not be altogether unuseful in 
the progress of knowledge in general, as ivell as in the 
prosecution of our own particular inquiry. 

In political economy, as in natural philosophy, and in 
every other study, systems have been formed before facts 
have been established ; the place of the latter being sup- 
plied by purely gratuitous assertions. More recently, the 
inductive method of philosophizing, which, since the time 
of Bacon, has so much contributed to the advancement of 
every other science, has been applied to the conduct of 
our researches in this. The excellence of this method 
consists in only admitting facts carefully observed, and the 
consequences rigorously deduced from them ; thereby effec* 
tuaily excluding those prejudices and authorities which, in 
every department of Uterature and science, have so often 
been interposed between man and truth. But, is the whole 
extent of the meaning of the term, facts^ so often made 
use of, perfectly understood ? 

It appears to me, that this word at once designates oh- 
jeds thai exists and events thai take place; thus presenting 
two classes of facts : it is, for example, one fact, that such 
an object exists ; another fact, that such an event takes 
place in such a manner. Objects that exists in order to 
serve as the basis of certain reasoning, must be seen ex- 
actly as they are, under every point of view, with all their 
quauties. Otherwise, whilst supposing ourselves to be 
reasoning respecting the same thing, we may, under the 
same name, be treating of two different things. 

The second class of facts^ namely, events tliat take place^ 
consists of the phenomena exhibited, when we observe 
the manner in which things take place. It is, for instance, 
a fact, that metals, when exposed to a certain degree of 
heat, become fluid. 

The manner in which things exist and take place, con- 
stitutes what is called tJie nature of things ; and a careful 
observation of the nature of things is the sole foundation 
of all truth. 

Hence, a twofold classification of sciences; namely, 
those which may be styled descriptive^ which arrange and 
accurately designate the properties of certain objects, as 
botany and natural history ; and those which may be styled 
experimental^ which unfold the reciprocal action of sub< 
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Stances on each other, or in other words, the connexion 
between cause and effect, as chemistry and natural philo- 
BOphy. Both departments are founded on facts, and con- 
stitute an equally solid and useful portion of knowledge. 
Political economy belongs to the latter ; in showing the 
manner in which events take place in relation to wealth, 
it forms a part of experimental science.* 

But fads that take place may be considered in two points 
of view ; either as general or constant, or as particular or 
variable. General Jacls are the results of the nature of 
things in all analogous cases; particular facts as truly re- 
sult from the nature of things, but they are tlie result of 
several operations modilied by each other in a particular 
case. The former are not less incontrovertible than the 
latter, even when apparently they contradict each other. 
In natural philosophy, it is a general fact, that heavy bo- 
dies fall to the earth ; the water in a fountain, neverthe- 
less, rises above it. The particular fact of the fountain is 
a result wherein the laws of equilibrium are combined with 
those of gravity, but without destroying them. 

In our present inquiry, the knowledge of these two 
classes of lacts, namely, o( objects that czist and of events 
thai take place, embraces two distinct sciences, political 
economy and statistics. 

Political economy, from facts always carefully observed, 
makes known to us the nature of wealth ; from the know- 
ledge of its nature deduces the means of its creation, un- 
folds the order of its distribution, and the phenomena at- 
tending its destruction. It is, in other words, an exposi- 
tion of the general facts observed in relation to this sub- 
ject. With respect to wealth, it is a knowledge of effects 
and of their causes. It shows what facta are constantly 
conjoined with ; so that one is always the sequence of the 
other. But it does not resort for any further explanations 
to hypothesis : from the nature of particular events their 
concatenations must be perceived ; the science must con- 
duct us from one link to another, so that every intelligent 

* ExperimenUl science, in order lo CBtablish ulij evenU like place in i certain nuk- 
liti. or to be oblc to SBfijrti a particulnr cause for a parliciilur effect, to a ccrluin extent 
mnct be dcBcriptivF. Aalrunoniy, in order to explain Ibo eclipu* of the inn, murt de- 
mnntrBtc (lie opacity of llie moon. Political economy, in like manner, in order to 
■how Ihat money i* a means o( the production oTweallii, but not the end. luuat eiliibi) 
fU tnia oitura. 
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BBdentandiiig may clearly comprehend in what manner 
the chain is united. It is this which constitutes the excel- 
lence of the modem method of philosophizing. 

Statistics exhibit the amount of production and of con- 
somption of a particular country, at a designated period ; 
its population, military force, wealth, and whatever else is 
susceptiUe of valuation. It is a description in detail. 

Between political economy and statistics there is the 
same difference as between the science of politics and 
history. 

The study of statistics may gratify curiosity, but it can 
never be productive of advantage when it does not indi- 
cate the origin and consequences of the facts it has collect- 
ed ; and by indicating their origin and consequences, it at 
once becomes the science of political economy This 
doubtless is the reason why these two distinct sciences 
have hitherto been confounded. The celebrated work of 
Dr. Adam Smith can only be considered as an immethodical 
assemblage of the soundest principles of political econo- 
my, supported by luminous illustrations ; of highly inge- 
nious researches in statistics, blended with instructive re- 
flections ; it is not, however, a complete treatise of either 
science, but an irregular mass of curious and original 
^peculations, and of known demonstrated truths. 

A perfect knowledge of the principles of political econo- 
my may be obtained, inasmuch as all the general facts 
which compose this science may be discovered. In statis- 
tics this never can be the case ; this latter science, like 
history, being a recital of facts, more or less uncertain, 
and necessarily incomplete. Of the statistics of former 
periods and distant countries, only detached and very im- 
perfect accounts can be furnished. With respect to the 
present time, there are few persons who unite the qualifi- 
cations of good observers with a situation favourable for 
accurate observation. The inaccuracy of the statements 
we are compelled to have recourse to, the restless suspi- 
cions of particular governments, and even of individuals, 
their ill-will and indifference, present obstacles often in 
sonnountable, notwithstanding the toil and care of in- 
quirers to collect minute details with exactness; and which, 
after all, when in their possession, are only true for an in- 
stant. Dr. Smith accordingly avows, that he puts no 
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great faith in political arithmetic ; which is nothing more 
than the arrangement of numerous statistical data. 

Pohtical economy, on the other hand, whenever the 
principles which constitute its basis arc the rigorous de- 
ductions of undeniable general facts, rests upon an im- 
moveable foundation. General facts undoubtedly are found- 
ed upon the observation of particular facts; but upon 
such particular facts as have been selected from those 
most carefully observed, best established, and witnessed 
by ourselves. When the results of these facts have uni- 
formly been the same, the cause of their having been so 
satisfactorily demonstrated, and the exceptions to them 
even confirming other principles equally well established, 
we are authorised to give them as ultimate general facts, 
and to submit them with confidence to the examination 
of all competent inquirers, who may be again desirous of 
subjecting them to experiment. A new particular fact, 
when insulated, and the connexion between its antecedents 
and consequents not established by reasoning, is not suffi- 
cient to shake our confidence in a general fact ; for who 
can say that some unknown circumstance has not produced 
the difference noticed in their several results? Alight 
feather is seen to mount in the air, and sometimes remaia 
there for a long time before it falls back to the ground. 
Would it not, nevertheless, be erroneous to conclude that 
this feather is not affected by the universal law of gravi- 
tation ? In political economy it is a general fact, that the 
interest of money rises in proportion to the risk run by 
the lender of not being repaid. Shall it be inferred that 
thia principle is false, from having seen money lent at a 
low rate of interest upon hazardous occasions t The lend- 
er may have been ignorant of the risk, gratitude or fear 
may liave induced sacrifices, and the general law, disturbed 
in this particular case, will resume its entire force the mo- 
ment the causes of its interruption have ceased to operate. 
Finally, how small a number of particular facts are com- 
pletely examined, and how few among them are observed 
under all their aspects? And in supposing them well ex- 
amined, well observed, and well described, how many of 
them either prove nothing, or directly tlie reverse of what 
.'b intended to be established by them. 

Hence, there is not an absurd theory, or an extravagant 
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opuiion that has not been supported by an appeal to facts;* 
aad it ia by facts also that public authorities have been so 
often misled. Bat a knowledge of facts, without a know* 
ledge of their mutual relations, without being able to show 
why the one is a cabse, and the other a consequence, is 
really no better than the crude information of an office- 
clerk, of whom the most intelligent seldom becomes ac- 
qoainted with more than one particular scries, which only 
enables him to examine a question in a single point of view. 

Nothing can be more idle than the opposition of theory 
to pradice! What is theory, if it be not a knowledge of 
the laws which connect effects with their causes, or facts 
with facts ? And who can be better acquainted with facts 
than the theorist who surveys them under all their aspects, 
and comprehends their relation to each other ? And what 
18 practicet without theory, but the employment of means 
without knowing how or why they act ? In any investi- 
ipition, to treat dissimilar cases as if they were analogous,' 
u bat a dangerous kind of empiricism, leading to conclu- 
flions never foreseen. 

Hence it is, that after having seen the exclusive or re- 
etrictive system of commerce, a system founded on the 
opinion that one nation can only gain what another loses, 
almost universally adopted throughout Europe after the 
revival of arts and letters ; after having seen taxation 
without intermission perpetually increasing, and in some 
countries extending itself to a most enormous amount ; 
and after having seen these same countries become more 
opulent, more populous, and more powerful, than at the 
time they carried on an unrestricted trade, and were almost 
entirely exempt from public burdens, the generality of man- 
kind have concluded that national wealth and power were 
attributable to the restraints imposed on the application 
of industry, and to the taxes levied from the incomes of 
individuals. Shallow thinkers have even pretended that 
this opinion was founded on facts, and that every different 
one was the offspring of a wild and disordered imagination. 

* In Fkanoe, the minister of the interior, in his erpotf of 181.1, a most dinastrous pe- 
riod, wben fbrnrn commerce was destroyed, and the national rofioiirccH of every de^crip- 
tioB npidlj dediniojif, boontcd of liavinsr proved by induhital>Ic ealculatiorUf that the 
C WUitfj f wu in a higher state of prosperity than it ever bpfi>re had been. 

tBy the term pnetiee, in not here meant the manual skill which enables f^'* artificer 
or chrk to ezeeute with greater celerity and precision whatever he pcrfbrni- - iily, and 
lee hit peculiar talent; bat the method pursued in Buperintiii'?iit(|^ and 
public or priTtte affairs. 



WH INTRODUCTION. 

It is, however, on the contrary, evident that the support- 
ers of the opposite opinion embraced a wider circle of 
facts, and understood them nmcli better than their oppo- 
nents. The very remarkable impulse given, during the 
middle ages, to the industry of the free states of Italy and 
of the Hanse towns of the north of Europe, the spectacle 
of riches it exhibited in both, the shock of opinions occa- 
sioned by the crusades, the progress of the arts and 
sciences, the improvement of navigation and consequent 
discovery of the route to India, and of the continent of 
America, as well as a succession of other less important 
events, were all known to tbem as the true causes of the 
increased opulence of the most ingenious nations on the 
globe. And although they were aware that this activity 
liad received successive checks, they at the same time knew 
that it had been freed from more oppressive obstacles. In 
consequence of the authority of the feudal lords and barons 
declining, the intercourse between the different provinces 
and states could no longer be interrupted ; roads became 
improved, travelling more secure, and laws less arbitrary ; 
the enfranchised towns, becoming immediately riependerft 
upon the crown, found the sovereign interested in their 
advancement; and this enfranchisement, which the natural 
course of things and the progress of civilization had ex- 
tended to the country, secured to every class of producers 
the fruits of their industry. In every part of Europe per- 
sonal freedom became more generally respected ; if not 
from a more improved organization of political society, 
at least from the influence of public sentiment. Certain 
prejudices, such as branding wilh the odious name of 
usury all loans upon interest, and attaching the importance 
of nobility to idleness, had begun to decline. Nor is this 
all. Enlightened individuals have not only remarked the 
influence of these, but of many other analogous facts; it 
has been perceived by them, that the decline of prejudices 
has been favourable to the advancement of science, or to 
a more exact knowledge of the immutable laws of nature ; 
that this improvement in the cultivation of science has 
itself been favourable to the progress of industry, and in- 
dustry to national opulence. From such an induction of 
facts they have been enabled to conclude, with much 
greater certainty than the unthinking multitude, that 
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dthoogli many modem states in the midst of taxation and 
restnetioDB have risen to opulence and power, it is not 
owing to these restraints on the natural course of human 
aflhirst but in spite of such powerful causes of discourage- 
ment. The prosperity of the same countries would have 
been much greater, had they been governed by a more 
liberal and enlightened policy.* 

To obtain a knowledge of the truth, it is not then so ne- 
Gessary to be acquainted with a great number of facts, as 
with such as are essential, and have a direct and immediate 
influence ; and, above all, to examine them under all their 
aspects, to be enabled to deduce from them just conclu- 
sions, and be assured that the consequences ascribed to 
them do not in reality proceed from other causes. Every 
other knowledge of facts, like the erudition of an almanac, 
b a mere compilation from which nothing results. And it 
may be remarked, that this sort of information is peculiar 
to men of clear memories and clouded judgments; men who 
teslaim against the best established doctrines, the fruits 
of the most enlarged experience and profoundcst reason- 
ing ; and whilst inveighing against system, whenever their 
own routine is departed from, are precisely those most 
Boder its influence, and who defend it with stubborn folly, 
fearful rather of being convinced, than desirous of arriving 
at certainty. 

Thus, if from all the phenomena of production, as well 
as from the experience of the most extensive commerce, 
you demonstrate that a free intercourse between nations 
is reciprocally advantageous, and that the mode found to 
be most beneficial to individuals transacting business with 
foreigners, must be equally so to nations, men of contracted 
views and high presumption will accuse you of system. 
Ask them for their reasons, and they will immediately talk 
to you of the balance of trade ; will tell you, it is clear 
that a nation must be ruined by exchanging its money for 



it ii that nations srldom derive any benefit irom the lessons of experience. 
Ts profit by them, the community at larpi muRt lie enabled to seize the connexion be- 
tween cames and tlieir consequences ; which at once supposes a very hi^rh degree of 
iMtifigcaee and a rare capacity for reflection. Whenever mankind shall be in a sitiia- 
tioa to profit by experience, they will no long^cr rer}uire her lessons ; plain sound sense 
win thai be eiifllicient. This is one rcnson of our bein^ subject to the neeesnity of con- 
Hut eontfoL All that a people can desire is that laws conducive to the freneral interest 
of neiety ahould be cnactrd and carried into effect ; a problem which different political 
more or leas imperfectly solve. 
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merchandise — in itself a system. Some will assert that 
circulation enriciies a state, and that a sum of money, by 
passing tlirou};ti twenty different liands, is equivalent to 
twenty times its own value ; others, that luxury is favour- 
able to industry, and economy ruinous to every branch of 
commerce — both mere systems; and all will appeal to 
facts in support of these opinions, like the shepherd, who, 
upon the faith of his eyes, affirmed that the sun, vrhich be 
saw rise in the morning and set in tlie evening, during the 
day traversed the whole extent of the heavens, treating as 
an idle dream the laws of the planetary world. 

Persons, moreover, distinguished by their attainments 
in other branches of knowledge, but ignorant of the prin- 
cipiea of this, arc too apt to suppose that absolute truth is 
confined to the mathematics and to the results of careful 
observation and experiment in the physical sciences; ima- 
gining that the moral and political sciences contain no in- 
variable facts or indisputable truths, and therefore cannot 
be considered as genuine sciences, but merely hypothetical 
systems, more or less ingenious, but purely arbitrary. The 
opinion of this class of philosophers is founded upon the 
want of agreement among the writers who have investi- 
gated these subjects, and from the wild absurdities taught 
by some of them. But what science has been free from 
extravagant hypotheses? flow many years have elapsed 
since those most advanced have been altogether disen- 
gaged from system ? On the contrary, do we not still see 
men of perverted understandings attacking the best estab- 
lished positions ? Forty years have not elapsed since 
water, so essential to our very existence, and the atma> 
sphere in which we perpetually breathe, have been accu- 
rately analyzed. The experiments and demonstrations, 
nevertheless, upon which this doctrine is founded, are con- 
tinually assailed ; although repeated a thousand times in 
different countries by the most acute and cautious experi- 
menters. A want of agreement exists in relation to a de- 
scription of facts much more simple and obvious than the 
most part of those in moral and political science. Are 
not natural philosophy, chemistry, botany, mineralogy, and 
physiology, still fields of controversy, in which opinions 
are combated with as much violence and asperity as in 
political economy ? The same facts are, indeed, obBcrved 
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hy both parties, but are classed and explained diflferently 
Igr ehch ; and it is worthy of remark, that in these contests 

EDuine philosophers are not arrayed against pretenders. 
^iboitz and^ewton, Linnsus and Jussieu, Priestley and 
Laroisier, Desaussure and Doloniieu, were all men of un- 
comiDon genius, who, however, did not agree in their phi- 
losopbicar systems. But have not the sciences they taught 
an ezistence, notwithstanding these disagreements ?* 

In like manner, the general facts constituting the 
Bciences of politics and morals, exist independently of all 
controversy. Hence the advantage enjoyed by every one 
who, from distinct and accurate observation, can establish 
the existence of these general facts, demonstrate their con- 
nexion, and deduce their consequences. They as certainly 
proceed from the nature of things as the laws of the ma- 
terial world. We do not imagine them ; they are results 
disclosed to us by judicious observation and analysis. 
Sovereigns, as well as their subjects, must bow to their 
authority, and never can violate them with impunity. 

General facts, or, if you please, the general laws which 
&cts follow, are styled principles^ whenever it relates to 
their application ; that is to say, the moment we avail our- 
selves of them in order to ascertain the rule of action of 

•"The contpoTcrsicfl/' says Col. Torronts in hia * Esany on the Production of Wealth,' 
puhlubed in 1831, " which at jirovcnt exist anioni^st the most celebrated inasterit of po 
Blieil eeonomy, have been brou^rht forward by a lively and inircriious author as an ob 
taction ■giiniit the study of the science. A simil.-ir objection nnjrht have l>een ur^ed, 
n ft cerUin itagti of its prn^rettSf ag^ainst every branch of human knowlcd^^c. A few 
ywn ago, when the brilliant discoveries in chrmistry be^nn to Hupcrsede the ancient 
ioetrine Q^phlapfton, controventir's, analogous to tho^^e which now exi>t amon^rst polit« 
kal economirtfl, divided the profcHhors of natural knowh^d^e; and Dr. Priestley, like Mr. 
IfalthiM, appeared an the pertinacious champion of the theories which the facts e{;tal». 
lahed bj hiinnelf had no lordly contributed to overthrow. In th'' f>rn{rr(>sn of the human 
niad, a period of eontrovcrsy amongst the cultivator«i of any brnnch of Nciei)ce must 
■eeeanmly precede the period of their unanimity. Hut this, instead of furnishing a 
nsaon Iot abandoninj^ the pursuits of science, while its first priix-iples remain in uneer. 
taiot^, ihoald ■timulate us tn prosecute our studies with mrire ardour and perseverance 
■Btil spoil every oneation within the comi»ass of the human fUcultie«, doubt is nnnoved 
and eertainly attained. With res|»f'ct to [Hilitical economy, thf |M>rirKl of controversy is 
paarinf away, and that of unanimity rapidly approaehintr. Twenty years hence there 
win acareely eziat a doiibt respecting' any of its Hmdamentiil principles." 

And in the preface of the third edition of his * Kssay on the Kxternal Com Trade/ 
pobfiahed in 1836, Col. Torrcns makes thesi' further remarks: *'()n a former occasion, 
the aotfaor Tentured to predict, that at no distant iH>rio<], controversy amon|rst the pro- 
ftaaon of political economy would ceas(>, nnd umminiity prevail, respectini; the f\mda- 
menial principlea of tlm science. Tfir thinks he can already |NTceive the uneijuivocal 
aipH of the approaching fulfilment of this prediction. Since it was hazarde<i, (wo 
worka have appeared, each of which, in its own peculinr line, is eminently calculated to 
^ uif B tt the error* which previously pn-v.iiled. These publications are, S\ CViticuI Din- 
•erMion on the Nature, Causefi, ai ' Ar'*asureti of Value, by an anonymnuv author;* and 
' TVnffatt and DMatb on High an*! \mw Prices, by Mr. iTooke.* ** — America.n Eoitob. 

a n 
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any combination of circumstances presented to us. A 
knowledge of principles furnishes the only certain means 
of uniformly conducting any inquiry with s cess. 

Political economy, in the same manner as the exact 
sciences, is composed of a few fundamental principles, and 
of a great number of corollaries or conclusions, drawn 
from these principles. It is essential, therefore, for the 
advancement of this science that these principles should 
be strictly deduced from observation; the number of con- 
clusions to be drawn from them may afterwards be either 
multiplied or diminished at the discretion of the inquirer, 
according to the object he proposes. To enumerate all 
their consequences, and give their proper explanations, 
would be a work of stupendous magnitude, and necessarily 
incomplete. Besides, the more this science shall become 
improved, and its influence extended, the less occasion will 
there be to deduce consequences from its principles, aa 
these will spontaneously present themselves to every eye; 
and being within the reach of all, their application will be 
readily made. A treatise on political economy will then 
be confined to the enuncintion of a few general principles, 
not requiring even the support of proofs or illustrations; 
because these will be but the expression of what every one 
will know, arranged in a form convenient for comprehend- 
ing them, as well in their whole scope as in their relation 
to each other. 

It would, however, be idle to imagine that greater pre- 
cision, or a more steady direction could be given to this 
study, by the application of mathematics to the solution 
of its problems. The values with which political economy 
is concerned, admitting of the application to them of the 
terms plus and minus, are indeed within the range of ma- 
thematical inquiry; but being at the same time subject to 
tlie influence of the faculties, the wants and the desires of 
mankind, they are not susceptible of any rigorous a 
preciation, and cannot, therefore, furnish any data for 
solute calculations. In political as mcII as in physical 
science, all that is essential is a knowledge of the connex- 
ion between causes and their consequences. Neither the 
phenomena of the moral or material world are subject to 
strict arithmetical computation.* 

■ Wo maj, far ciunpli', knoir \.\v\\, for any given yciir tlic jiricu orftine wiU inrdliU* 
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These considerations respecting the nature and object 
of political economy, and the best method of obtaining a 



^ ^_„ the omntitj to be sold, compared with the extent of the demand. But if 

in 4eiiroiiB or Milwiittiii^ Umm two data to muthenutticol calcalation, their ultimate 
dOMBls uraei be decompoied before we can become thorouglily acquainted witJi tlitm, 
«flM| wilh my degree of ptedsion, distinjruish the vcparatc influence of each. licnce, 
hii not onlj ooccetify to determine what will be the product of Uie iuoceediug vinta^, 
iridb yd ftypoitd to the Ticiesitudcs of the weather, but tlic quality it will poMCf^v, Uio 
^■Hlllf wmaininy eo hand of the preceding vintage, the amount of capital that will 
liat the ''■■p'*—' of the deakn, and require tlicm, more or 1cm cxpeditioualy, to get 
hek their advmncee. We must bIm ascertain the opinion that may be entertained ait to 
IbpOBhilHy ofeiportiiir tbe article, whicii will altogether depend upon our imprettsiona 
iftio Ihe dabilitj of the lawa and govcrQinont, that vary from day to day, and respect* 
fay which no two individuals exactly a^rec. All thi'MC data, and probably many others 
ut be aceurately appreciated, solely to determine the quantity to be put in 
; itself but one of the elements of price. 'Jo determine the quantity to bo 
the price at which Uie commodity can be tiold must already be known, as 
dbe dwninil ibr it will increase in proportion to its cheapness ; u'o mut>t also know tlie 
stock on hand, and the tas^s and means of the consumers, as various as their 
Their ability to purchase will vary according to the more or less prosperous 
of industry in ffcner&l, and of tJicir own in particular ; tlieir wants will Miry 
dw in the ratio of the additional means at their command of substituting one liquor 
Araaolher, such as boer, cider, Slc I suppress on infinite number of less ini{)ortont 
■■■idi iitiisis, more or less aiRcting Uie solution of the problem ; for I quciition 
wbetficr anj individual, really accubtomed to the application of matliematicul analysis, 
valid even venture to attempt this, not only on account of tlie numerous data, but in 
oaaMpiBncc of the difficulty of cluUTicterizing them with any tiling like precision, and 
of eonbining their separate influences. Such pi^rsons as have pretended to do it, have 
Ht been aUe to enunciate these questions into analytical language, without divesting 
Ihm of their natural comjklication, by means of simplifications, and arbitrary supprcs. 
dboi, of which the consequences, not properly estimated, always exsicntially change tlio 
OBijitiuii of the problem, and pervert all its results ; so that no other inference can be 
Woeed from such calculations tlian from formula arbitrarily assumed. Thm^, in^toud 
of Roagnhdng in their conclasions that harmonious agreement which constitutes tJio 
Heofiar chnruter of rigorous geometrical investigation, by whatever method they may 
■Me been obtained, we only perceive vague and uncertain in^erencen, whoftc diirerenccs 
lieoAea equal to the quantities poucfht to be determined. What course ia tiien to be 
penned by a judicious inquirer in tlie cluridntion of a subject so miioh involved ? The 
lime which would be pursued by him, under circumstances Cfjually diillcult, which de- 
cide dK gfrecter part of the actions of his life. He will examine the inimediute elements 
rfthe p ropoecd proMem, and af\er having ascertiiined them with ciTtainty, (which in 
poBlical economy can be effected,) will approximately value their mutual intluonceK with 
Ihi ■rtaitiVB quteknets of an enlightened undor»!tiindinir, itself only an instrument by 
■CUM of which the mean result of a croi\'d of probabilities can be estimated, but never 
edenlaled with exactness. 

^*tK in deecribing the revolutions in tlie science of medicine, makes a remark 
pcribetly analogous to this. ^Tlio vital phenomena,* says he, * depend upon so many 
■known springs, held together under such various circiiinstnnceiFi, which olmei vaticm 
ninly eltempCe to appreciate, that these problems, from not Ix^ing stated with nil their 
CCwniiuiH, ahoolutcly defy calculation. Hence whenever writers on mcchanicH have 
to subject the laws of life to their methofl, they have furnished the (>cientific 
with a remarkable spectacle, well entitled to our most serious consideration. I'ho 
thev employed were correct, tlie process of reasoning strictly logical, and, nevcr- 
flkdCH, an Che results were erroneous. Further, although tJie languii;e and the iih thod 
cfMBplofinif it were tlie same among all the calculator!*, each of them oht.iim d dis. 
laetand diflercnt results; and it is by the application of this method of invrstigation 
toiobjeelfl to which it is aliog^'ther inapplicable, that systems the most whiiii!>ical, iiil- 
iKioaa, and oontradictory, have been maintaiiu d.* 

D'^embort, in his trcatis*; on Hydnxlynamics, acknowled^ros that the velocity of the 
■cod in ita passage through tiic vess<7ls entirely resists every kind of caleiibtion. S(.>ne. 
kier made a similar observation in hi** Ettmi tur VArt (Tuhtrrrrr^ (vol. 1, p:ige rl.) 

Whatever has been said by able teachers and judicious philosophers, in relation to 
in natural acienoe, ia much more applicable to moral ; and points oci 
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thorough knowledge of its principles, will supply ug with 
the ineiiiis of appreciating the etlbrta hitherto made to- 
wards the advancement of this science. 

Tlie literature of the ancients, their legislation, their 
public treaties, and their administration of the conquered 
provinces, all proclaim their utter ignorance of the nature 
and origin of wealth, of tlie manner in which it is distri- 
buted, and of tlie ell'ects of its consumption. They knew, 
what has always been known wherever the right of pro- 
perty has been sanctioned by laws, that riches are in- 
creased by economy, and diminished by extravagance. 
Xenophon extols order, activity, and intelligence, as cer- 
tain means of obtaining prosperity; but without deducing 
these maxims from any general law, or without being able 
to show the connexion between causes and their conse- 
quences. He advises the Athenians to protect commerce, 
and to receive strangers with kindness; yet so little waa 
he aware to what extent this advice would be proper, that, 
upon another occasion, he expresses doubts whettier com- 
merce be really profitable to the republic. 

Piato and Aristotle, it is true, notice some invariable 
relations between the different modes of production, and 
the results obtained from them. Plato sketches with tol- 
erable tideiity,* the cfiects of the separation of social em- 
ployments ; but it is simply with a view to illustrate man's 
social character and the necessity he is in, from his multi- 
farious wants, of uniting in extensive societies in which 
each individual may be exclusively occupied with one spe- 
cies of production. His view is entirely a political one; 
and he has deduced from it no other conclusion. 

In his treatise on Politics, Aristotle goes farther. He 
distinguishes natural from artificial production. He styles 
natural, whatever creates those objects of consumption 
required by a family, or, at most, whatever is obtained by 
exchanges in kind. No other advantage, according to 
him, is derived from real production ; artificial gain he 
condemns. Besides, he does not support these opinions 
by any reasoning founded upon accurate observation. 

the causo of our olwnya bcin^ minled in politicnl economy, n-hcnever we hare (objected 
ill phenomena to niallicmaticBl culculation. In mch cbk it becomei the most duin> 
Q1I9 of lUI nbstracliana. 
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Frnd tbe manner in which he expresses himself in relation 
to the effect of savings and loans on interest, it is evident 
thil he knew nothing of the nature and employment of 
Gtmtftl. 
What can we expect from nations still less advanced in 
than the Greeks ? We may recollect that a 



law of Egypt obliged the son to adopt the profession of 
Us father. This, in certain cases, was to require the crea- 
tioBof a greater quantity of products than the particular 
state of society called for; to oblige an individual, in or- 
der to obey the law, to ruin himself, and to continue the 
exercise of his productive functions, whether in possession 
of capital or not ; which is altogether absurd,* The Ro- 
mans, in treating every branch of industry, except agri- 
cohore (and we know not why,) with contempt, betray 
the same ignorance. Their pecuniary transactions must 
be numbered amongst their most unskilful operations. 

The moderns, even after having freed themselves from 
the barbarism of the middle ages, have not for a very long 
time been more advanced. We shall have occasion to 
notice the stupidity of a multitude of laws relating to the 
Jews, to the interest of money, and to money itself. Henry 
IV. granted to his favourites and mistresses, as favours 
^ikhcost him nothings the permission to practise a thou- 
Mnd petty extortions, and to collect for their own benefit, 
from various branches of commerce, as many petty taxe?. 
He authorized the count of Soissons to levy a duty of fif- 
teen sous upon every bale of merchandise which should 
be exported from the kingdom.t 

In every branch of knowledge, example has preceded 
precept. The fortunate enterprises of the Portuguese 
■nd Spaniards during the fifteenth century, the active in- 
dustry of Venice, Genoa, Florence, Pisa, the provinces 
of Flanders, and the free cities of Germany at this same 
epoch, gradually directed the attention of some philoso- 
phers to the theory of wealth. 

These inquiries, like almost every other in the arts and 
■eiences, after the revival of letters, originated in Itnly 

*WlifB we find almost every hisitnrian, froin Horodotiis tn noHKiint, iKmstin^ of tiiii 
''^ Mheff rimilar laws, it will be seen how iiiiimrt'int it in that all \v!io uudrrtukc to 
^^ hialoly ahoaU have ■oinc knowledge of llio acicnco of politiciU economy. 

t&ie 8aBr*t M emoin. Book XVI. 
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As far back aa the sixteenth century. Bolero was engaged 
in investigating the real sources of public prosperity. In 
the year J G13, AiUonio Serra composed a treatise, in which 
he particularly noticed the productive power of industry; 
but the title of hia work sufficiently iudicates its errors. 
Wealth, according to his hypothesis, consisted only of 
gold and silver.* Daoanzati wrote upon money and upon 
exchange ; and at the beginning of the eighteenth century, 
fifty years before the time oi' Quesnay, Bandini of Sienna 
had shown, hoth from reasoning and experience, that there 
never had been a scarcity of food, except in those coun- 
tries where the government had itself interfered to supply 
the people. Belioni, a banker at Rome, in the year 1750, 
published a dissertation on commerce, evincing his inti- 
mate acquaintance with the nature of money and ex- 
changes, iillhougii at the same time infected with the the- 
ory of the balance of trade. His labours were rewarded 
by the Pope with the title of marquess. Carli, before Dr. 
Smith, demonstrated that the balance of trade neither 
taught nor proved any thing, Algarolli, whose writings 
on other subjects Voltaire has made known, wrote also 
upon the science of political economy; and the little he 
has left exhibits the accuracy and extent of his knowledge, 
as well as his acuteness. lie confines himself so strictly 
to facts, and so uniformly founds his speculations on the 
nature of things, that although he did not get possession 
of the proof of his principles, and of their relation to each 
other, lie has, nevertheless, guarded himself against every 
thing like hypothesis and system. In 1764, Ge/iovcsi com- 
menced a course of public lectures on political economy, 
in the chair founded at Naples by the care of the highly 
esteemed and learned Intieri. In consequence of this ex- 
ample, other professorships of political economy were 
afterwards established at Milan, and more recently in 
most of the universities in Germany and Russia. 

In 1750, the abhe GaUani, so well known since from his 
connexion with many of the French philosophers, and by 
his Dialogues on the Corn Trade, although at tliat tima 
a very young man, published a Treatise on Money, which 
discovered such uncommon talents and information, ns to 

■ Brtce Trallala dtttt eautt cht pnttaao Jut mbondart It ngni iTaro tt iTargeHle ioot 
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Uwe a bdief that he had been assisted in the conifK>si- 
tioQ of his work bv the abbe Iniieri and the Marquess of 
Mimmtrimi Its merits, however, appear to be of a descri^>- 
tioa liiBilar to those the author*s writings alwavs aftor- 
vaids displayed; genius united with erudition* careful- 
MB in miiibniilj ascending to the nature of things ; and 
u aaisated and elegant style. 

One of the most striking peculiarities of this work* is 
its ooBtaining some of the rudiments of the doctrine of 
Adam Smith ; among others, that labour is the sole crea- 
tor of the value of things or of wealth ;* a principle al- 
thoBgh not rigorously true, as will be made manifest in 
tlie course of this work, but which« pushed to its ultimate 
consequences, would have put Ga/iu/ii in the way of dis- 
covering and completely unfolding the phenomena of pro- 
duction. Dr. Smith, who was about the same time a pro- 
fessor in the university of Glasgow, and then tauiiht this 
doctrine, which has since acquired so much celebrity, in all 
probability had no knowledge of a work in the Italian lan- 

Gge, published at Naples by a young man then hardly 
wn, and whom he has never quoted. But even had he 
known it, a truth cannot with so much propriety he said to 
belong to its fortunate discoverer, as to tlic inquiror who 
first proves that it must be so, and demonstrates its con- 
ieqaences. Although the existence of universal gravitation 
had been previously conjectured by Koplor and rascal, 
the discovery does not the less belong to Newton.t 

*" Etfiro on a 4tra dcBa factiea, In qnale, nan solo in tiito le oport^ \\\ir mmio iiition 
■Mte MT arte come le (HTturc, •culture, intacH, rtc, ma anclii in imiltt C(ir|n, coma 
*■• i lu i tia li, i saipi, Ic piantc upontmce dcllo nvlxc^ ct<*., e runii'a v\h* lU v;ilori* nlla 
QM. Laqiiaiititk deila materia non per altro civopcra in i]ticsti ror|« :il v.iitiro »c mm 
fHdM avBcnta o aema la fntica.*^ (.(Samam, (U*ll;t Mnmin. I.ih. 1, cnp. 0.^ 

"h idfllKia to bbour I \A-iU remark, that not only in proiluctiiriiK wliirli urc (mtirrly 
Ihi wwk of aft, as in painting, seul|rtiin', 1*11 i;raTii)<r, mr., hut likowisr in pm^Uu'tiona 
tf ailare, BO on mctaU, mtnoralis and i4:in(s their viiluf is ontirrly (k^rivitl frotn tho 
hbov Wstowod on their creation. The (piantity of matter alUM:U< tlio Viiluo of thinf^* 
vdr 10 &r as it reqvirea more or lorn l^iboiir.** 

In the eame chapter Galiani alim remarks, that man, that i^ (o ic-it h'm laUmr, iii tlin 
^f eorreet meeauro of value. Tliiis alsot, according to l)r. Sniitii, in a princiiiii' ; aj- 
tt uOf h eoniUered by me as an error. 

t This same Galiaai rcmarka, in the name work, Ihnt whatrrer in i;:iini*<i ly i^mw^ 
Mart neeessaiily be lost bj others; in thi:« way protin^, that n %cry tn]frniou!i nritiT 
Maj not even know how to deduce the mo<it simpif roiirluHimiM, and may pmkm hy tlm 
Mh withaot peTceino|r it. For, if wrndli can Ix' rreaud hy 1,-tUmr, tlirri' iimy (hen Im 
tisw description of wealth in tlia world, not taken from nnyintdy. IndiM'il, this uutht^r, 
Uhis Diakgnes on the (.x>rn Trad.\ pnlilishi'd in France a loiifr time atU-rwartis hii« 
kfanadf^ in a tptj peculiar manner, pronount'cd liin own ctmdrmnation. ** A truth," 
* vkieh is brou;rht to li^bt by pure accident, like a mushro(»fn in a mca 
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In Spain, Alvarc: Osorio, and Martinez-de-jnala, hare 
deliverod discourses on political economy, the publication 
of which we owe to the enlightened patriotism of Campo- 
manes. flfoncada, Nuvarelle, Uslarilz, Ward, and Ulioa, 
have written on the same subject. These esteemed 
authors, like those of Italy, entertained many sound views, 
verified various important facts, and supplied a number of 
laborious calculations ; but from their inability to estab- 
lish them upon fundamental principles of the science, which 
were not then known, tliey have often been mistaken both 
as to the end as well as the means of prosecuting this 
study; amidst a variety of useless disquisitions, have only 
cast an uncertain and deceptive light.* 

In France, the science of political economy, at first, was 
only considered in its application to public finances. Sull^ 
remarks correctly enough, that agriculture and commerce 
are the two feats of the state ; but from a vague and in- 
distinct conception of the truth. The same observation 
may be applied to Vanban, a man of a sound practical 
mind, and although in tiie army, a philosopher and friend 
of peace, who, deeply afflicted with the misery into which 
liis country had be«n plunged by the vain-glory of Louis 
XIV., proposed a more equitable assessment of the taxes, 
as a means of alleviating the public burdens. 

Under the influence of the regent, opinions became 
unsettled ; bank-notes, supposed to be an inexhaustible 
source of wealth, were only the means of swallowing up 
capital, of expending what had never been earned, and of 
making a bankruptcy of all debts. Moderation and eco- 
nomy were turned into ridicule. The courtiers of the 
Iirince, either by persuasion or corruption, encouraged 
lim in every species of extravagance. At this period, the 
maxim that a state is enriched by luxury was reduced to 
system. All the talents and wit of tlie day were exerted 
in gravely maintaining such a paradox in prose, or in em- 
bellishing it with the more attractive charms of poetry. 

dow, U af nn vsliie; uc Fsrinol make use nf it, if we are iirtiomnt of ita origin and con- 
Kqucrxces ; or hoK and by u'hnl chain of reieontng it it derived." 

■ rrnin mj awn mubility of judging of the mcrite of sucli of Ihoe writen nhoM 
work? Iiaie nil bcon tranaiiited, I liiVL Hvaiird niywtf nf the opinioni of one of th« 
lrnn»lalors nf tliis Treatise into the Spaninh liiiiKuage, Don Jon Qarypo, an individuti 
aliku dislinguiaheil h; his abilitiei and patriotiBtn, whwe remarks I biva onl; copio^ 
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The diflripation of the national treasures was really sup- 

Kid to merit the public gratitude. The ignorance of 
principles, with the del^ucher}' and licentiousness of 
the doke of Orleans, conspired to eflect the ruin of the 
kingdom. Daring the long peace maintained by cardinal 
Fkoiy, France recovered a little ; the insignificant ad- 
ministration of this weak minister at least proving, that 
tlie niler of a nation mav achieve much sood bv abstain- 
iogfrom the commission of evil. 

The steadily increasing progress of diflferent branches 
of industry, the advancement of the sciences, whose in- 
fluence upon wealth we shall have occasion hereafter to 
Botice, and the direction of public opinion, at length esti- 
mating national prosperity as being of some importance, 
eansed the science of political economy to enter into the 
contemplation of a great number of writers. Its true 
principles were not then known ; but since, according to 
the observation of Fontenelle, our condition is such, that 
we are not permitted at once to arrive at the truth, but 
most previously pass through various species of errors 
and various grades of follies, ought these false steps to be 
considered as altogether useless, which have taught us to 
advance with more steadiness and certainty? 

Montesquieu^ who was desirous of considering laws in all 
their relations, inquired into their influence on national 
wealth. The nature and origin of wealth he should first 
have ascertained ; of which, however, he did not form anv 
opinion. We are, nevertheless, indebted to this distin- 
goished author for the first philosophical examination of 
the principles of legislation ; and, in this point of view, 
he, perhaps, may be considered as the master of the 
English writers, who arc so generally esteemed as being 
oars; just in the same manner as Voltaire has been the 
master of their best historians, who now furnish us with 
models worthy of imitation. 

About the middle of the eighteenth century, certain 

K'nciples in relation to the origin of wealth, advanced by 
ctor Quesnavj made a great number of proselytes. The 
enthusiastic admiration manifested by these persons for 
the founder of their doctrines, the scrupulous exactness 
with which they have uniformly since followed the same 
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dogmas, and the energy and zeal they displayed in main' 
taiiiiiig them, have caused them to be considered as a sect 
which has received the name of economists. Instead ol 
first observing the nature of things, or the manner ir 
which they take place, of classifying these observations 
and deducing from them general propositions, they corii' 
menccd by laying down certain abstract general proposi- 
tions, which they styled axioms, from supposing them tc 
contain inherent evidence of their own truth. They then 
endeavoured to accommodate the particular facts to them 
and to infer from them their laws ; thus involving them- 
selves in the defence of maxims evidently at variance willi 
common sense and universal experience,* as will appeal 
hereafter in various parts of this work. Their opponents 
had not themselves formed any more correct views of the 
suhjccts in controversy. With considerable learning and 
talents on both sides, they were either wrong or right by 
chance. Points were contested that should have been 
conceded, and opinions, unquestionably false, acquiesced 
in ; in short, they combated in the clouds. Voltaire, whc 
so well knew how to detect the ridiculous, wherever il 
was to be found, in his Ilomme. aux (jiiarante ccms, satirised 
Ihe system of the economists; yet, in exposing the tire- 
some trash of Mercer dc la Riviere, and the absurdities 
contained in Mirabeau''s Vami (Ics Ifommcs, he was him- 
self unable to point out the errors of either. 

The economists, by promulgating some important truths, 
directing a more general attention to objects of public 
utility, and by exciting discussions, which, although a1 
that time of no advantage, subsequently led to more ac- 
curate investigations, have unquestionably done much 
good.t In representing agricultural industry as produc- 
tive of wealth, they were not deceived ; and, perhaps, the 
necessity they were in of unfolding the nature of produc- 
tion, caused the further examination of this important phe- 
iinmenon, which conducted their successors to its entire 

' Whc-n ihoy mainlain, for einmplc, Ihnt a full in tlic price of food i> a public calimHr, 

t AmoriK ihe diaciiB-'iorn llicy pr'iVoUpd, wo inu5t nnl forget the tiitertiining Dii- 

jjfiuej on Ihe Corn Triilf, by llio alili* Galiani, in wliich the scicncp of political ecooo. 

iiy ia trcstcd in Iho humoroua nnniicr of TriHlrani Shnndy. An imporlanl truth k 

tMKtied, and vrlicn ttic nulhor is railed upon Ibi ili proof, he replica willi ionic ingnatOM 
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defdopment. Oo the other hand, the labours of the eco- 
BQinutfl have been attended with serious evils ; the many 
useful maziios they decried, tiieir sectarian spirit, the dog- 
matical and abstract language of the greater part of their 
writings, and the tone of inspiration pervading them, gave 
CDrreocy to the opinion, that all who were engaged in 
such studies were but idle dreamers, whose theories, at 
best only gratifying literary curiosity, were wholly inap- 
plicable in practice.* 

No one, nowever, has ever denied that the writings of 
the economists have uniformly been favourable to tho 
strictest morality, and to the liberty which every human 
being ought to possess, of disposing of his person, fortune, 
snd talents, according to the bent of his inclination ; with- 
oat which, indeed, individual happiness and national pros- 
perity arc but empty and unmeaning sounds. These 
opinions alone entitle their authors to universal gratitude 
and esteem. I do not, moreover, believe that a dishonest 
man or bad citizen can be found among their number. 

This doubtless is the reason why, since the year 17G0, 
ibnost all the French writers of any celebrity on subjects 
connected with political economy, without absolutely biing 
enrolled under the banners of the economists, have, never- 
theless, been intlucnced by their 0[)inions. Raynal^ Con* 
darcei^ and many others, will be found among this number. 
Candil/ac may also be enumerated among them, notwith- 
ttanding his endeavours to found a system of his own in 
vdation to a subject which he did not understand. Many 
useful hints may be collected from amidst the ingenious 

*Thie belief that moral and political science in foundtid upon chimerical t)iroric!9, 
■bn chiefly from our ahno-^t continually confounding quettions of right with muttert 
^l^tL of what consoqucnrc, for instincr, in thn qiioMtiun no Inner a^itiitrd in tho 
vmu||« of the ccMHiomiMts, whithnr t)io iviTcreitrn f>o\vi'r in a country in, or ih nof, tho 
eifraprirlor of the loil 7 The f;ict iit, thot in tvrry country the government takes or 
h te ehape of taxcn the propl** ore com|Mlird to furnish it with, a part of the n- venue 
4iwn fracn real estate. Here tiien is a fact, and an ini|K>rtant one; the con^-riiM' nco 
if cartein (acL% which wc can trace up, as the cause of other facts (fcuch as the ri i in 
At price of oommoditieff) to which wc are I'^d with C(*rt:iinty. Queittiont of rir''f aro 
ihriyii more or leas matterM of opinion; matter$ of fart, uti the contrary, are suee'irihlo 
ifpraof ■nd demoniitration. Tli<! former exercise hut httle intluence over the iciit'inesi 
of mmn^ind; while the I.Jter, ina*>inueh a« tacts prow out of eaeh other, are <!<■< ;>!v i:i- 
Inotinf to them; and, an it if of irnjiortanei' lo us that M>nie n>i<ults nhould 1 1! i- pl:i(0 
hpnferenoe to others it in, tliercfon;, f>!«sential to ascertain the means hy which t'lesi: 
■ftj be obtained. The Social Contract of J. J. Rousseim, from bein^ almofl en'iniy 
faaiM apon qncetionfi of riirhf, haa thereby become, what I feel no hesitation in avow 
hyi B work of at Icaat but little practical utility. 
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trifling of his work;* but, like tlie economists, be almost 
invariably founds a principle upon some gratuitous assump- 
tion. Now, an liypothesia may indeed be resorted to, m 
order to exemplify and elucidate tlie correctness of an 
author's general reasoning, but never can be sufficient to 
establish a fundamental truth. Political economy has only 
become a science since it has been confined to the results 
of inductive investigation. 

Turgoi was himself too good a citizen, not sincerely to 
esteem as good citizens as the economists ; and accord- 
ingly, when in power, he deemed it advantageous to coun- 
tenance them. The economists, in their turn, found their 
account in passing ofl' so enlightened an individual and 
minister of state as one of their adepts; the opinions of 
Turgot, however, were not borrowed from their school, 
but derived from the nature of things; and although oa 
many important points of doctrine ho may have been de- 
ceived, the measures of his administration, either planned 
or executed, are amongst the moat brilliant ever conceived 
by any statesman. There cannot, therefore, be a stronger 
proof of the incapacity of his sovereign, than his inability 
to appreciate such exertions, or if capable of appreciating 
them, in not knowing how to afford them support. 

The economists not only exercised a particular sway 
over French writers, but also had a very remarkable in- 
fluence over many Italian authors, who even went beyond 
ihem. Beccaria, in a course of public lectures at Milan,! 
first analysed the true functions of productive capital. 
The Count dc Veru, the countryman and friend of Beccaria, 
and worthy of being so, both a man of business and an 
accomplished scholar, in his Mcdiiazionc sitlf Economia 
polilica, published in 177!, approached nearer than any 
other writer, before Dr. Smith, to the real laws which 
regulate the production and consumption of wealth. Fi- 
hngieri, whose treatise on political and economical laws 
was not given to the public until the year 1780, appears 
not to have been acquainted with the work of Dr. Smith, 

■ Du Caminerce ei du GBavfrncmtnt amtidira Fan Titatiorment d Taufre. 

fSeo the syllnbua of his Icclu res, which was printed for the first timo in the joar 1604, 
ill llio vnluable collEctinn publiihed al Milan by /'i>Iri> Cutlodi, under Ihn titlo orSbrif. 
tori elatiici ilaliajii di tconamia politica. It v/aa unknown la me until ider the puUL 
eatioD of the firti edition of Ihu work in 1803. 
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poblidied four years before. The principles de Verri laid 
down are followed by Filangieri, and even received from 
him a more complete development ; but although guided 
liy the torch of analysis and deduction, he did not proceed 
firom the most fortunate premises to the immediate con- 

Saences which confirm them, at the same time that they 
libit their application and utility. 

But Done of these inquiries could lead to any important 
resalt. How, indeed, was it possible to become acquainted 
with the causes of national prosperity, when no clear or 
distinct notions had been formed respecting the nature of 
wealth Itself? The object of our investigations must be 
thoroughly perceived before the means of attaining it are 
sought after. In the year 1776, Adam Smithy educated in 
that school in Scotland which has produced so many scho- 
lars, historians, and philosophers, of the highest celebrity, 
published his Inquiry into the Nature and Causes of the 
ffeoHh of Nations, in this work, its author demonstrated 
that wealth was the exchangeable value of things ; that 
its extent was proportional to the number of things in our 
possession having value; and that inasmuch as value 
could be given or added to matter, that wealth could be 
created and engrafted on things previously destitute of 
Talue, and there be preserved, accumulated, or destroyed.* 

In inquiring into the origin of value, Dr. Smith found it 
to be derived from the labour of man, which he ought to 
have denominated industry^ from its being a more com- 
prehensive and significant term than labour. From this 
fruitful demonstration he deduced numerous and impor- 
tant conclusions respecting the causes which, from check- 
ing the development of the productive powers of labour, 
are prejudicial to the growth of wealth ; and as they are 

*Diiriiif the ume year that Dr. Smit!i*8 work appeared, and immediately before its 
MUiatliont Brmame Diffnan pnhlished in Tiondon, writU^n in the French lan^^uai^fc, his 
&tm tmr Ut prinrijjft de V Eronomir puhlupie^ routaiiiinjr the following rt'inarkaMc 
pMHgv: *The gUm of reproducers ineludos all who, unitinir their labour to that of tl:o 
^MftllUn power of Iho soil, or modifyincf the produrlionH of nature in the proceK^cs of 
their sercral arts, create in some sort a new rci/ur, of wliich the sum total formb wh.\t In 
wtBrnd the mrnmal reprodntHtm.^ 

ThoM etrikin^ paesai^, in which reproduction is more clearly clinrnctcrisrd tlinn in 
WBf put of Dr. 8mith*8 writinjEfis did not load its author to any important conclusions. 
kfll merelj fsve birth to a few scattered hints. A want of connexion in his views, and 
of pceeiHoo in his terms, have renden>d his Essay so vag^uc and obscurei tliat uo in- 
wbatcfcr can be derived from it 
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rigorous deductions from an indisputable principle, thej 
have only been assailed by individuals, either too careless 
to liavc thoroughly understood the principle, or of such 
perverted understandings as to be wholly incapable of 
seizing the connexion or relation between any two ideas. 
Whenever the Inquiry into the Wealth of Nations is 
perused with the attention it so well merits, it will be per- 
ceived that until the epoch of its publication, the science 
of political economy did not exist. 

From this period, gold and silver coins wore considered 
as only constituting a portion, and but a small portion, 
of national wealth ; a portion the less important, because 
less susceptible of increase, and because their uses can 
be more easily supplied than those of many other articloa 
equally valuable; and hence it results tliat a community, 
as well as its individual members, are in no May interested 
in obtaining metallic money beyond the extent of this 
limited demand. 

These views, we conceive, first enabled Dr. Smith to 
ascertain, in their whole extent, the true functions of 
money, and the applications of them, which he made to 
bank-notes and paper money, are of the utmost impor- 
tance in practice. They afforded him the means of de- 
monstrating, that productive capital docs not consist of a 
sum of money, but in the value of the objects made use 
of in production. He arranged and analyzed the ele- 
ments of which productive capital is composed, and 
pointed out their true finictions.* 

Many principles strictly correct had often been ad- 
vanced prior to the time of Dr. Smith ;t he, however, was 
the first author who established their truth. Nor is this 

■Thin t!iffir,iiH and nbalriiitc subjc't hns not, pcrli:ipM, been Ireatfid by Dr. Smilli with 
•ullitidnl mellHid and pcrnpicuily. Owing' to 1 his circumstance, liia inlrlligont ind icuts 
tounlryniin, lord LnudL-rd.ili', lus coinposcct nncnlirc lreilli^^u, in crdiT to |irov« that 
hii Irtrdihip h«d completely Tailed in comprehending tliis part of thB WaJlh of fiadoiw. 

+ In tho nrlicle Oroinji, in the Kncyclopedip, Qatmay had rpmnrliod, that *■ coinnM- 
diUi» ahich can he nld, duitIiI ilwiyt Iq be considered witliout distinclion, either n 
meiminry or tco! wenltli, np]illciil>le t<i llic piirpows of wlioswr nuy rnalif use of il." 
Thi^ in reality, is Dr. STnilli'n erchannfiihle ru/ii-. De Vrrri had olwrved. (chapter 
'I ) (bit Ttpmiiielian lean nathina taari than the rtfiroilucliim 0/ eaiut, and tint littmlut 
tfthinsi conaititltd vjealth. (inlinni, as \\i» been already iinticed, had uid, that lahoar 
luoi the taarce ofatlvilue; but Dr. Smith, nevertlteleai, rnada these vicwi hia own bj 
nMhilini!, aa ive nee. Ihuir oinneiion with all the other importanl phcnantena, and in 
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alL He has fiirnished us, aUo, wi;h the true method of 
detecting errors; he has applied to pohtical economy the 
new mode of scientific investi^tion, namelv, of not look- 
ing for principles abstractedly, but by ascending from 
facts the most constantly observed, to the general laws 
which govern them. As every fact may be said to have 
a particular cause, it is in the spirit of system to deter- 
mine the cause; it is in the spirit of analysis, to be soli- 
citous to know fchv a particular cause has produced this 
effect, in order to be satisfied that it could not have been 
produced by any other cause. The work of Dr. Smith is 
a succession of demonstrations, which has elevated many 
propositions to the rank of indisputable principles, and 
plunged a still greater number into that imaginary gulph, 
mto which extravagant hypotheses and vague opinions 
for a certain period struggle, before being forever swal- 
lowed up. 

It has been said that Dr. Smith was under heavy obli- 
gations to Stewart,^ an author whom he has not onco 
quoted, even for the purpose of refuting him. I cannot 
perceive in what these obligations consist. In the con- 
ception of his subject, Dr. Smith displays the elevation 
and comprehensiveness of his views, whilst the researches 
of Stewart exhibit but a narrow and insignificant scope. 
Stewart has supported a system already maintained by 
Colbert, adopted afterwards by all the French writers on 
commerce, and steadily followed by most European 
governments ; a system which considers national wealth 
as depending, not upon the sum total of its productions, 
but upon the amount of its sales to foreit^n countries. 
One of the most important portions of Dr- Sniitlfs work 
is devoted to the refutation of this theory. If he has not 
particularly refuted Stewart, it is from the latter not being 
considered by him as the father of his school, and from 
having deemed it of morft importance to overthrow an 
opinion, then universally received, than to confute the 
doctrines of an author, which in themselves contained 
nothing peculiar. 

The economists have also pretended, that Dr. Smith 

^^— ^ ■ I ■ ■ — . — ■« 

* Sir Jtinct Stewart, author of a Treatise on Political Economy. 
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was under obligations to tlicm. But to what do such pre- 
tensions amount ? A man of genius is indebted to every- 
thing around Iiim ; to the scattered liglits which he has 
concentrated, to the errors which lie has overthrown, and 
even to the enemies by whom he has been assailed; inas- 
lauch as they all contribute to the formation of his opin- 
ions. But when out of these materials he afterwards em- 
bodies enlarged views, useful to his contemporaries and 
posterity, it rather behoves us to acknowledge tlie extent 
of our own obligations, than to reproach him with what 
he has been supplied by others. Moreover, Dr. Smith has 
not been backward in acknowledging the advantages ho 
had derived from his intercourse with the most enlighteo- 
cd men in France, and from his intimate correspondence 
with his friend and countryman Hume, whose essays on 
political economy, as well as on various other subjecta, 
contain so many just views. 

After having shown, as fully as so rapid a sketch will 
permit, the improvement which the science of political 
economy owes to Dr. Smith, it will not, perhaps, be use- 
less to indicate, in as summary a manner, some of the 
fioints on which he has erred, and others which he has 
eft to be elucidated. 

To the labour of man alone ho ascribes the power of 
producing values. This is au error. A more exact ana- 
lysis demonstrates, as will be seen in the course of this 
work, that all values are derived from the operation of 
labour, or rather from the industry of man, combined with 
the operation of those agents which naturo and capital 
furnish him. Dr. Smith did not, therefore, obtain a 
thorough knowledge of the most important phenomenon 
in production ; this has led him into some erroneous con- 
clusions, such, for instance, as attributing a gigantic in- 
fluence to the division of labour, or rather to the separa- 
tion of employments. This influence, however, is by no 
means inappreciable or even inconsiderable ; but the 
greatest wonders of this description, are not so much 
owing to any peculiar property in human labour, as to the 
use we make of the powers of nature. His ignorance of 
this principle precluded him from establishing the true 
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Aeory of machinery in relation to the production of 
wedlh. 

The phenoroeDa of production being now better known 
than they were in the time of Dr. Smith, have enabled 
bifl successors to distinguish, and to assign the difTerence 
ibimd to exist, between a real and a relative rise in prices ;** 
a difierence which furnishes the solution of numerous 
pnUemSy otherwise wholly inexplicable. Such, for exam- 
ple, as the following : Does a tax, or any other iinjjost^ hy 
enhancing the price of commodities, increase the amount o/* 
wealih ?t The income of the producer arising from the cost 
of prodiictianj why is not this income impaired by a diminu^ 
iion in the cost of^produdion ? Now it is the power of re- 
solving these abstruse problems which, nevertheless, con- 
stitutes the science of political economy4 

By the exclusive restriction of the term wealth to values 
fixed and realized in material substances, Dr. Smith has 

*8eeCI»pter third. Book weooiDA, 

f Dr. Snitli hai, in a ■atiifkctory manner, cstabliBlicd the difierence between the real 
■nd ^'■**«"**' pricea of things, that is to say, between tlic quantity of real values wliich 
■Dit be W^jfjOk to obtain a commodity, and the name which is given to the sum of tJicso 
vifaiM. ^bm difference hero alluded to, arises from a more pcr^t analysis, in which 
Ihi tml priee haclf is decomposed. 

t It b not, for example, until afler the manner in which production taken place is 
dMRnghly understood, that we can say how fur tiie circulation of money and commo- 
dities has contributed towards it, and consequently what circulation is useful, and what 



is Bot; otherwise, we should only talk nonsense, oh is daily done, respecting the utility 
of a ^ck circulation. My bcinj? obli^'d to funiish a chapter on tliis subject (Book 1, 
Chftp. 16.) most be attributed to tJic inconsiderable advanceiiu-nt made in the Hcii-ncc of 
pittV** ccQOomy, and to the consequent necessity of directinjiif our attention to Fomo 
of its man simpic applications. The same remark is applicable to Uic twentieth chap* 
tBl^ in Ao nmo book, on the sulncct of temporary and permanent emitrration, eonnder^ 
td fa fsfcr s MCS to national teealth. Any periion, however, well acciuainted witli tliu priu- 
C^ki of this science, would find no didiculty in arriving at the same conclusions. 

Thm tinie is not distant when not only writers on finance, but on history and ^'of^ra- 
ffar« will be reqaired to possess a knowledge of at least the fundamental principles of 
piTT*"' economy. A modem treatise on Universal Geography, (vnl. 2, page UOx?,) a 
In other respects denoting extensive research and information, contains the follow- 
pnnge : ** The number of inhabitants of a country is the basis of every good sys- 
of ^MtMnw ; the more numerous is its population, the greater height will its com- 

OS end nuna&ctures attain ; and Uio extent of its military force be in profwrtion 

to the amoant of its population." Unfortunatx'ly, every one of tlieso positions may bo 
vnaeooi. National rc\Tnuo, necessarily consisting either of tlic income of Uic public 
fnuaiw, or of the contributions, in the shape of taxes, drawn fi-om the incomes of in- 
Andmm, does not depend upon the numlwr, but upon tlie wealth, and above all, u|)on 
the fcaoomes of the ptxiple. Now, an indigent multitude has the fewer cr)ntributi()iis to 
jrieid, the nuvo mouths it has to feed. It is not the numerical population of u ntate, but 
the eepital and genius of its inhabitants, that most conduce to tl)e advancement of its 
cooinieree; these benefit population much more tlian they are benefited by it. Finally, 
Iha mmber of troops a government ran maintain depends still less u|K>n the extent of 
Ub popvlation than upon its revenues ; and it has been already seen that revenue is not 
dBoenident opoa pi^ycilatioa. 

4* F 
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pies, particular facts not exclusively applicable to these 
ends, can only unnecessarily overload the attention. Hia 
sketch of the progress of opulence in the different nations 
of Europe after the fall of the Roman empire, is but a 
magnificent digression. The same remark is applicable 
to the highly ingenious disquisition on public education, 
replete as it is with erudition and the soundest philosophy, 
at the same time that it abounds with valuable mstruction. 

Sometimes these dissertations have but a very remote 
connexion with his subject. In treating of public expen- 
ditures, he has gone into a very curious history of the 
various modes in which war was carried on by different 
nations at different epochs ; in this manner accounting 
for military successes which have had so decided an in- 
fluence on the civilization of many parts of the earth. 
These long digressions at times, also, are devoid of inter- 
est to every other people but the English. Of this descrip- 
tion is the long statement of the advantages Great Britain 
would derive from the admission of all of her colonies into 
the right of representation in parliament. 

The excellence of a literary composition as much de- 
pends upon what it docs not, as upon what it does con- 
tain. »o many details, although in themselves useful, 
unnecessarily encumber a work designed to unfold the 
principles of political economy. Bacon made us sensible 
of the emptiness of the Aristotelian philosophy; Smith, 
in like manner, caused us to perceive the fallaciousness 
of all the previous systems of political economy ; but the 
latter no more raised the superstructure of this science, 
than the former created logic. To both, however, our 
obligations are sufficiently great, for having deprived their 
successors of the deplorable possibility of proceeding, for 
any length of time, with success on an improper route.* 

■Pincolliclimcor Dr. Smilli, Wli in En^laii'i nnd Fmncc, n variety of publico tiona 
on politicnl cconomr hnvc mado tlioir appaarBnce ; come of considerable length, but ■eU 
dom containing anything worlliy of ])reficrviilion. The erciler pari of them we of ■ 
eonlrovEFBiol chanicter, in which the principles orihe science are merely laid down fiir 
the purpoae of matntiininp a favourite hypothesis; but from which, ncveillielen. jaatf 
Important faclB, iind evcD sound principles, when tiny coincide with the views of thew 
sulhors, may be coUcclcd. Tlio "E»irai' nur In finaneei de Is Orand.Jtrttagnt^ b» 
Genti, nni opoloiry for Mr. Pill's system of finance, is of this dcscrlplion ; to alra b 
Thonaan'i Iiupiiry into the nature and rffrcU af paper tredil, written with i view to jiu. 
tily the suspension of cash payments by the bank of Enj;land ; u well u a grMt amb 
bee of otbor works on the some subject, and in relation ta the com Uwi. 
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We are, howerer, not yet in possession of an establish* 
ed text-book on the science of political economy, in \vhich 
the froita of an enlarged and accurate observation are re- 
finred to general principles, that can be admitted by every 
reflecting mind ; a work in which these results are so 
complete and well arranged as to afford to each other 
mntoal sopport, and that may everywhere, and at all 
times, be studied with advantage. To prepare myself for 
attempting so useful a task, I nave thought it necessary 
atteotiTely to peruse what had been previously written on 
the same subject, and afterwards to forget it ; to study 
these authors, that I might profit by the experience of so 
many competent inquirers who have preceded me; to 
endeavour to obliterate their impressions, not to be mis- 
led by any system ; and at all times be enabled freely to 
consult the nature and course of things, as actually exist- 
ing in society. Having no particular hypothesis to sup- 
port, I have been simply desirous of unfolding the manner 
m which wealth is produced, distributed, and consumed. 
A knowledge of these facts could only be acquired by 
observing tnem. It is the result of these observations, 
within the reach of every inquirer, that are here given. 
The correctness of the general conclusions I have deduced 
from them, every one can judge of. 

It was but reasonable to expect from the lights of the 
age, and from that method of philosophizing which has so 
powerfully contributed to the advancement of other sci- 
ences, that I might at all times be able to ascend to the 
nature of things, and never lay down an abstract princi- 
jie that was not immediately applicable in practice ; so 
that, always compared with well established facts, any 
one could easily find its confirmation by at the same time 
discovering its utility. 

Nor is wis all. Solid general principles, previously laid 
down, must be noticed, and briefly but clearly proved , 
those which had not been laid down must be established, 
and the whole so combined, as to satisfy every one that 
no materia] omission has taken place, nor any fundamental 
point been overlooked. The science must be stript of 
many false opinions ; but this labour must be confined to 
snch errors as are generally received, and to authors of 
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acknowlfidged reputation. For what injury can an ob- 
scure writer or a diocrediled dogma effect? The utmost 
precision must be given to the phriiseology wc employ, so 
as to prevent the same word froin ever being understood 
in two difVerent senses ; and all problems be reduced to 
their simplest elements, in order to facilitate the detection 
of any errors, and above all, of our own. In fine, the doc- 
trines of the science must be conveyed in sucli a popular* 
form, that every man of sound understanding may be cd- 
abled to comprehend them in their whole scope of conse- 
quences, and apply their principles to all the various cir- 
cumstances of life. 

The position maintained in this work, that the value of 
things is the measure of wealth, has been especially 
objected to. This, perhaps, has been my fault ; I should 
have taken care not to be misunderstood. The only sa- 
tisfactory reply I can make to the objection, is to endea- 
vour to give more perspicuity to this doctrine'. I must» 
therefore, apologize to the owners of the former editions, 
for the numerous corrections I have made in the present. 
It became my duty in treating of a subject of such esseo- 
tial importance to the general welfare, to give it all the 
perfection within my reach. 

Since the publications of the former editions of this 
work, various authors, some of whom enjoy a well merited 
celebrity,t have given to the world new treatises on polit- 
ical economy. It is not my province, either to pronounce 
upon the general character of these productions, or to de- 
cide whether they do, or do not, contain a full, clear, and 
well digested exposition of the fundamental principles of 
this science. This much I can with Hincerity say, that 
many of these works contain truths and illustrationa well 
calculated greatly to advance the science, and from the 

• By n papular Irealiit, I do not mean a Itraii-fo for llie iimo of ncraons who neither 
know how to read, nor to muke any use of it By IliiH eiprcsnion, I mcnn a trcitise not 
eicliisively addrcasBii to proft-sHional or scientific ciiliivilora of liiia parlicular branch of 
knowledge, but one calculated to be read by every intelligent mid useful inember oT M 

i Ricardo, Siiniondi, and olhcra. The fair ioi he.fm oluo to perceive that they liad 
lione thcTUBelveB injuatiee, in a-ipposing that they were unequal to a branch of Btody 
deatinfd to cierciao no bcnig-n an influence over domestic happinras. In England, ■ 
bdy (Mrs. Marftl) haa published a work, Co nee null's ni on PotUUal Economy," ainc« 
tranalntcd into French, in nhicb t)ie loundeat principle* are explained in a fiuuiliar ud 
pteoxing style. 
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perasal of which I have derived important benefit. But, 
in common M*ith every other inquirer, I am entitled to re- 
mark how far some of their principles, which at first sight 
appear to be plausible, are contradicted by a more cau- 
tious and rigid induction of facts. 

It is, perhaps, a well founded objection to Mr. Ricardo, 
that he sometimes reasons upon abstract principles to 
which he gives too great a generalization. When once 
fixed in an hypothesis which cannot be assailed, from its 
being founded upon observations not called in question, 
he pushes his reasonings to their remotest consequences, 
without comparing their results with those of actual expe- 
rience. In this respect resembling a philosopliical me- 
chanician, who, from undoubted proofs drawn from tho 
nature of the lever, would demonstrate the impossibility 
of the vaults daily executed by dancers on the stage. And 
how does this happen ? The reasoning proceeds in a 
straight line; hut a vital force, often unperceived, and 
always inappreciable, makes the facts differ very far from 
our calculation. From that instant nothing; in the author's 
work is represented as it really occurs in nature. It is 
not sufficient to set out from facts ; they must be brought 
together, steadily pursued, and the consequences drawn 
from them constantly compared with the effects observed. 
The science of political economy, to be of practical utility, 
should not teach, what must 7icccssariltf take place, if even 
deduced by legitimate reasoning, and from undoubted pre- 
mises; it must show^, in what manner that which in reality 
does take place, is the consequence of other facts equally 
certain. It must discover the chain which binds them 
together, and always, from observation, establish the ex- 
istence of the two links at their point of connexion. 

With respect to the wild or antiquated theories, so 
often produced, or reproduced by authors who possess 
neither sufficiently extensive nor well diirested information 
to entitle them to fonu a sound jud^rnient, the most effec- 
tual method of refuting them is to dis|)lay the true doc- 
trines of the science with still greater clearness, and to 
leave to time the care of disseminatinj; thom. We, other- 
wise, should 1)0 involved in interminable controversies, 
mfibrding no instruction to the enlightened part of society. 
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and inducing the uninformed to believe that nothing is 
susceptible of proof, inasmuch as everything is made the 
subject of argument and disputation. 

Disputants, infected with every kind of prejudice, have, 
with a sort of doctorial confidence, remarked, that both 
nations and individuals sufficiently well understand how 
to improve their fortunes without any knowledge of the 
nature of wealth, and that this knowledge is in itself a 
purely speculative and useless inquiry. This is but saying 
that we know perfectly well how to live and breathe, with- 
out any knowledge of anatomy and physiology, and that 
these sciences are, therefore, superfluous. Such a propo- 
sition would not be tenable ; but what should we say if it 
were maintained, and by a class of doctors, too, who, 
whilst decrying the science of medicine, should themselves 
subject you to a treatment founded upon antiquated em- 
piricism and the most absurd prejudices ; who, rejecting 
all regular and systematic instruction, in spite of your 
remonstrances, should perform upon your own body the 
most bloody experiments ; and whose orders should be 
enforced with the weight and solemnity of laws, and, 
finally, carried into execution by a host of clerks and 
Eoldiers ? 

In support of antiquated errors, it has also been said, 
" that there surely must be some foundations for opinions, 
Bo generally embraced by all mankind ; and that we our- 
selves ought rather to call in question the observations 
and reasonings which overturn what has been hitherto so 
uniformly maintained and acquiesced in by so many indi- 
viduals, distinguished alike by their wisdom and benevo- 
lence." Such reasoning, it must be acknowledged, should 
make a profound impression on our minds, and even cast 
some doubts on the most incontrovertible positions, had 
we not alternately seen the falsest hypotheses now univer- 
sally recognized as such, everywhere received and taught 
during a long succession of ages. It is yet but a very 
little time, since the rudest as well as the most refined na- 
tions, and all mankind, from the unlettered peasant to the 
enlightened philosopher, believed in the existence of but 
four material elements. No human being had even dreamt 
of disputing the doctrine, which is nevertheless false ; in- 



INTRODUCTION. xlix 

aomuch that a tyro in natural philosoph}*, who should at 
present consider earth, air, fire, and water, as distinct ele- 
ments, would be disgraced.* How many other opinions, 
aa lUUTersally prevailing and as much respected, will in 
like maBBer pass away. Thc?e is something epidemical 
in the opinions of mankind ; they arc subject to be attack- 
ed by moral maladies which infect the whole species. 
Periods at length arrive when, like the plague, the disease 
wears itself out and loses all its malignity ; but it still has 
reooired time. The entrails of the victims were consulted 
at Rome three hundred years after Cicero had remarked, 
that the two augurs could no longer examine them without 
laughter. 

The contemplation of this excessive fluctuation of 
«:.pinioos must not, however, inspire us with a belief that 
nothing is to be admitted as certain, and thus induce us 
to yield up to universal scepticism. Facts repeatedly ob- 
served by individuals in a situation to examine them un- 
derail their aspects, when once well established and accu- 
rately described, can no longer be considered as mere 
opinions, but must he received as absolute truths. When 
a wii- demonstrated that all bodies are expanded by heat, 
thi-i tr ith could no longer be called in question. Moral 
auii {political science present truths equally indisputable, 
but.oi more difficult solution. In these sciences, every 
indiTidual considers himself not only as being entitled to 
make discoveries, but as being also authorized to pro- 
Doonce upon the discoveries of others ; yet how few per- 
sons acquire competent knowledge, and views sufficiently 
eolarged, to become assured that the subject upon which 
they thus venture to pronounce judgment is thoroughly 
onderstood by them in all its bearings. In society, one is 
astonished to find the most abstruse questions as quickly 
decided as if every circumstance, which, in any way, 
could and ought to affect the decision, were known. What 

■Emiv branch of knowlcdfrc, ercn tho moKt important, is hut of very recent origin. 
ne oriMimled writer cm a|pricultiirc, Arthur Younfr* after havinjf bestowed nncominon 
pabw fai tlw eoOectlon of all tho ohflervutionn that had l>ccn inndc in relation to noils, ono 
oTtlli BMit imporUnt p«rta of thifl science, and which teaches uh by what micccmion 
•f CNfi IIm tuth may be, at all times, and with tlio (greatest success, cultivated, rc- 
narked, that be ooald not 6nd that anythini^ had been written on tiiis subject prior to 
the year 1768L Other arts, not less essential to tlic happiness and prosperity of society 
Mv rtiO abo in their in&Dcy 
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would be said of a party passing rapidly in front of a 
large castle, that should undertake to give an account of 
every thing that is going on within ? 

Certain individuals, whijse minds have never caught a 
glimpse of a more improved state of society, boldly affirm 
tliat it could not exist ; they acquiesce in established evils, 
and console themselves for their existence by remarking, 
that they could not possibly be otherwise ; in this respect 
reminding us of that emperor of Japan who thought he 
would have suffocated himself with laughter, upon being 
told that the Dutch had no king. The Iroquois were at a 
loss to conceive how wars could be carried on with suc- 
cess, if prisoners were not to be burnt. 

Although, to all appearance, many European nations 
may be in a flourishing condition, and some of them ae- 
nually expend from one to two hundred millions of dollars 
solely for the support of the government, it must not 
thence be inferred that their situation leaves nothing to be 
desired. A rich Sybarite, residing according to his incli- 
nation, either at bis castle in the country, or in his palace 
in the metropolis, in both, at an enormous expense, par- 
taking of every luxury that sensuality can devise, trans-, 
porting himself witli the utmost rapidity and comfort in 
whatever direction new pleasures invite him, engrossing 
the industry and talents of a multitude of retainers and 
servants, and killing a dozen horses to gratify a whim, 
may be of opinion that things go on sufficiently well, and 
that the science of political economy is not susceptible of 
any further improvement. But in countries said to be in 
a flourishing condition, how many human beings can be 
enumerated, in a situation to partake of such enjoyments? 
One out of a hundred thousand at most ; and out of a 
thousand, perhaps not one who may be permitted to enjoy 
what is called a comfortable independence. The liaggard- 
ness of poverty is everywhere seen contrasted with the 
sleekness of wealth, the e.\tortcd labour of some compen- 
sating for the idleness of otiicrs, wretched hovels by the 
side of stately colonnades, the rags of indigence blended 
with the ensigns of opulence; in a word, the most useless 
profusion in the midst of the most urgent wants. 
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Persons, who under a vicious order of things have 
obtained a competent share of social enjoyments, arc 
never in want of arguments to justify to the eye of reason 
such a state of society; for what may not admit of 
apolo^ when exhibited in but one point of view ? If the 
same individuals were to-morrow required to cast anew 
the lots assigning them a place in society, they would find 
many things to object to. 

Accordingly, opmions in political economy are not only 
maintained by vanity, the most universal of human in- 
firmities, but by self-interest, unquestionably not less so ; 
and which, without our knowledge, and in spite of our- 
selves, exercises a powerful influence over our mode of 
thinking. Hence the sharp and sour intolerance by which 
truth has been so often alarmed and obliged to retire ; or 
rhich, when she is armed with courage, encompasses her 
disgrace, and sometimes with persecution. Enow- 
ledge is at present so very generally diffused, that a phi- 
losopher may assert, without the risk of contradiction, 
that the laws of nature are the same in a world and in 
an atom ; but a statesman who should venture to affirm, 
that there is a perfect analogy between the finances of a 
nation and those of an individual, and that the same prin- 
ciples of economy should regulate the management of the 
affairs of both, would have to encounter the clamours of 
various classes of society, and to refute ten or a dozen 
different systems. 

Nor is this all. Writers are found who possess the 
lamentable facility of composing articles for journals, 
pamphlets, and even whole volumes, upon subjects, which, 
according to their own confession, they do not understand. 
And what is the consequence ? The science is involved in 
the clouds of their own minds, and that is rendered obscure 
which was becoming clear. Such is the indifference of the 

KMic, that they rather prefer trusting to assertions than 
at the trouble of investigating them. Sometimes, more- 
over, a display of figures and calculations imposes upon 
them; as if numerical calculations alone could prove 
any thing, and as if any rule could be laid down, from 
which an inference could be drawn without the aid of 
sound reasoning. 
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Thesearc among the causes which have retarded the 
progress of political economy. 

Everything, however, announces that tliis beautiful, and 
above all, useful science, is spreading itself with increasing 
rapidity. Since it has been perceived that it docs not rest 
upon hypothcBis, but ia founded upon observation and 
eAperience, its importance has been felt. It is now taught 
wherever knowledge is cherished. In the universities of 
Germany, of Scotland, of Spain, of Italy, and of the north 
of Europe, professorships ot political economy are already 
established. Hereafter this science will be taught in them, 
with all the advantages of a regular and systematic study. 
Whilst the university of Oxford proceeds in her old and 
beaten track,* within a few years that of Cambridge has 
established a chair for the purpose of imparting instruc- 
tion in this new science. Courses of lectures are delivered 
in Geneva and various other places ; and the merchants 
of Barcelona have, at their own expense, founded a pro- 
fessorship on political economy. It is now considered as 
forming an essential part of the education of princes ; and 
those who are called to that high distinction ought to 
blu.'^h at being ignorant of its principles. The emperor 
of Russia has desired his brothers, the grand dukes Nicho- 
last and Michael, to pursue a course of study on this sub- 
ject under the direction of M. Storch. Finally, the 
government of France has done itself lasting honour by 
establishing in this kingdom, under the sanction of public 
authority, the first professorship of political economy. 

When the youths who are now students shall be scat- 
tered through all the various classes of society, and ele- 
vated to the principal posts under government, public 
affairs will be conducted in a much better manner than 
they hitherto have been. Princes as well as people, be- 
coming more enlightened as to their true interests, will 
perceive that these interests are not at variance with each 

• In theycEr 1326, a professorBliip of political cconDmy wm fbundod il llio uniTcnilJ 
uT OxTord, md a hiEl'ly able ind inBlrucUini coursa of lectured hu since been deliTclcd 
before Ihut untrenity, by Nussiiu Williun Senior, A. M., the tirst prafcmoi of politteaJ 
economy. We have rarely read a more miuterly and entertaitiin? porlbrmuice thar 
the profisBor'i diicuuiaii of the mcrcantite theory of wealth, nhien occupies three of 
h.i lecturea. Amoiioah EorTaa. 

t The present Emperor Nicholas. 
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Other; which on the one side will naturally induce )css 
oppression, and on the other beget more confidence. 

At present, authors who venture to write upon politics, 
history, and d fortiori upon finance, commerce, and the 
arts, without any previous knowledge of the principles of 
political economy, only produce works of temporary suc- 
cess, that do not succeed in fixing public attention. 

But what has chiefly contributed to the advancement 
of political economy, is the grave posture of affairs in the 
dnlized world during the last thirty years. The expenses 
of governments have risen to a scandalous height ; the 
appeals which they have been obliged to make to their 
sobjects, in order to relieve their exigencies, have dis- 
closed to them their own importance. A concurrence of 
public sentiment, or at least the semblance of it, has been 
almost everywhere called for, if not brought about. The 
enormous contributions drawn from the people, under pre- 
texts more or less specious, not even having been found 
sufficient, recourse has been had to loans ; and to obtain 
credit, it became necessary for governments to disclose 
their wants as well as their resources. Accordingly, the 
publicity of the national accounts, and the necessity of 
vindicating to the world the acts of the administration, 
have in the science of politics produced a moral revolu- 
tion, whose course can no longer be impeded. 

The disorders and calamities incident to the same pe- 
riod, have also produced some important experiments. 
The abuse of paper money, commercial and other restric- 
tions, have made us feel the ultimate efTccts of almost all 
excesses. And the sudden overthrow of the most im- 
posing bulwarks of society, the gigantic invasions, the 
destruction of old governments and the creation of new% 
the formation of rising empires in another hemisphere, 
the colonies that have become independent, the general 
impulse given to the human mind, so favourable to the 
development of all its faculties, and the great expectations 
and the great mistakes, have all undoubtedly very much 
enlarged our views ; at first operating upon men of calm 
observation and reflection, and subsequently upon aU 
mankind. 
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It is to tile facility of tracing the links in the chain of 
causes ant! effects that we must ascribe the great improve- 
ment in the kindretl branches of moral and political 
science ; and hence it is, when once the manner in which 
political and economical facts bear upon each other is well 
understood, that wo are enabled to decide what course of 
conduct will be most advantageous in any given situation. 
Thus, for example, to get rid of mendicity, that will not be 
done which only tends to multiply paupers; and, in order 
to procure abundance, tiie only measures calculated to 
prevent it will not be adopted. The certain road to na- 
tional prosperity and happiness being known, it can and 
will be chosen. 

For a long time it was thought that the science of po- 
litical economy could only possibly be useful to the very 
limited number of persons engaged in the adniinistratioa 
of public aflairs. It is undoubtedly of importance that 
men in public life should be more enlightened than others ; 
in private life, the mistakes of individuals can never ruin 
but a small number of families, whilst those of princes 
and ministers spread desolation over a whole country. 
But, is it possible for princes and ministers to be enlight- 
ened, when private individuals are not so? This is a 
question that merits consideration. It is in the middling 
classes of society, equally secure from the intoxication 
of power, and the compulsory labour of indigence, in 
which are found moderate fortunes, leisure united with 
habits of industry, the free intercourse of friendship, a 
taste for literature, and the ability to travel, tliat know- 
ledge originates, and is disseminated amongst the highest 
and lowest orders of the people. For these latter classes, 
not having the leisure necessary for meditation, only adopt 
tnithg when presented to them in the form of axioms, re- 
quiring no further demonstration. 

And although a monarch and his principal ministers 
should be well acquainted with the principles upon which 
national prosperity is founded, of what advantage would 
this knowledge be to them, if throughout all the different 
departments of administration, their measures were not 
supported by men capable of comprehending and enforcing 
lliom? The prosperity of a city or province is sometimes 



r- 



INTRODUCTION. |v 

dependent upon the official acts of a single individual ; 
and the bead of a subordinate department of government, 
hj provoking an important decision, often exercises an 
influence even superior to that of the legislator himself. 
In countries blessed with a representative form of govern- 
ment, each citizen is under a much greater obligation to 
make himself acquainted with the principles ot political 
eoonomy ; for there every man is called upon to deliberate 
upon public afiairs. 

Finally, in supposing that every person in any way con- 
nected with government, from the highest to the lowest, 
could be well acquainted with these principles, without 
the nation at large being so, which is wholly improbable, 
what resistance would not the execution of their wisest 
plans experience? What obstacles would they not en- 
counter in the prejudices of those even who should most 
favour their measures ? 

A nation, in order to enjoy the advantages of a good 
system of political economy, must not only possess states- 
men capable of adopting the best plans, but the popula- 
tion must be in a situation to admit of their application.* 

It is also the way of avoiding doubts and perpetual 
changes of principles, which prevent our profiting even 
from whatever may be good in a bad system. A steady 
and consistent policy is an essential element of national 
prosperity ; thus England has become more opulent and 
powerful than would seem to comport with her territorial 
extent, by an uniform and steadfast adherence to a system, 
even in many respects objectionable to her, of monopo- 
lizing the maritime commerce of other nations. But to 
foliow for any length of time the same route, it is neces- 
saiy to be able to choose one not altogether bad ; unfore- 
seen and insurmountable difficulties would otherwise have 



* I ban w i upu ie the hifphcr orders of society to l>c actuated by a sincere desire to pro 
note the pablic good. When thin f>:olincr, however, doei* not exist, when the imvenimrnt 
b fclthWi uid oomipt, it is of still j^rcat^r importance that the people slionld bc>conio 
ttcqiBaiiiiod with the real state of thi airs, and cuiiiprchcnd their tru(> interesbi. Otiirr 
wiM, timw sillier withoat knowinj; to wh.it cauM's their distresM>s oiijrht fo l>c atlrihiib*<l , 
m iadeeo, hj attributiiig them t4> erroneous cauNCA, the views of the public are distracUnJ, 
Ihnr tIfiirU diannitiid, and individuiil:*, thuA diprivrd of general support, fail in rcsiilu 
Cioa, and detpotism is strcn^rthmrd ; or wliat is still worno, where tiic peo|)lc are mi 
hadlj goterned u to become des{»cr.ito, they listen to pernicious couiucls, and exdjaiifi 
A wieioua order of things fur one still worse. 



iJl INTRODUCTION. 

to be encountered, which would obHge ua to change oar 
course, without even the reproach of versatihty. 

It is, perhaps, to this cause we must attribute the evils 
which, for two centuries, have tormented France; a pe- 
riod during which she was within reach of that state of 
high prosperity she was invited to by the fertility of her 
soil, her geographical position, and the genius of her in- 
habitants. With no fixed opinions in relation to the 
causes of public prosperity, the nation, like a ship without 
chart or compass, was driven about by the caprice of the 
winds and the folly of the pilot, alike ignorant of the place 
of her departure or destination.* A consistent policy in 
France would have extended its influence over many suc- 
cessive administrations ; and the vessel of the state would 
at least not have been in danger of being wrecked, or ex- 
posed to the awkward manceuvres by which she has so 
much Eufiered. 

Versatility is attended with such ruinous consequences, 
that it is impossible to pass even from a bad to n good 
system without serious inconvenience. The exclusive and 
restrictive system is without doubt vastly injurious to the 
development of industry, and to the progress of national 
wealth ; nevertheless, the establishments which this policy 
has created could not be suddenly suppressed, without 
causing great distress.t A more favourable state of things 
can only be brought about, without any inconvenience, by 
the gradual adoption of measures introduced with infinite 
skill and care. A traveller whose limbs have been frozen 
in traversing the Arctic regions, can only be preserved 
from the dangers of a too sudden cure, and restored to 
entire health, by the most cautious and imperceptible 
remedies. 

The soundest principles are not at all times applicable. 
The essential object is to know them, and then such as 
arc applicable or desirable can be adopted. There can 

*In how mnny LntdnnccB Iijitc not |yrcal {winn been lakcn, ond oon^idcrablo capilil 
ejippiiited, lo increase the evils mankind hnTc been desLroua of shunning ! How muy 
regulilioni arc jimt it lar curried into execution ns lo prodnco sU llie injurr roslrictioiw 
IHissibly ciui eBecC, and, gt Ihe same lime, just as Tiir violaled u to rvlaia all the iacaa. 
icnieneca nrisinp from tbcir infringement ! 

f Thii ariaf B from our not boinjr able, mlhoul scrioiia loiscs, to displace tlie capital 
and talents, \vhich, owinf; to aa errocoouB Bystcin, hnve received ■ (saltj di 



1 



iXTRoorcTioy. IvU 

be no doidit that a new community, w Inch in every in- 
stance should consult them, n-ould rapidly reach the high- 
est pitch of opulence; but every nation may, nevertheless, 
in many respects Tiolate them, and yet attain a satisfac- 
loiy state of prosperity. The powerful action of the vital 
principle causes the human body to grow and thrive in 
spite of the accidents and excesses of youth, or of the 
woonds which have been inflicted on it. Absolute perfec- 
UOtty beyond which all is evil, and produces only evil, is 
nowhere found; evil is everywhere mixed with good. 
When the former preponderates, society declines ; when 
the latter, it advances with more or less rapidity in the 
road of prosperity. Nothing, therefore, ought to discou- 
rage our efforts towards the acquisition and dissemination 
of sound principles. The least step taken towards the 
attainment of this knowledge is immediately productive 
of some good, and ultimately will yield the happiest fruits. 
If, for the interest of the state, it is important that indi- 
Tidnals should know what arc the true principles of politi- 
cal economy, who will venture to maintain tnat the same 
knowledge will be useless to them in the management of 
their own private concerns? That money is readily 
earned without any knowledge of the nature or origin 
of wealth, I admit. For that purpose, a very simple cal- 
culation, within the reach of the rudest peasant, is all that 
is necessary : such an article will^ including every exjjensc^ 
cost me 80 much ; I shall sell it for so much^ and^ therefore^ 
MhoU gain so much. Nevertheless, accurate ideas respect- 
ing ue nature and growth of wealth, unquestionably 
anord us many advantages in forming a sound judgment 
of enterprises in which we arc interested, either as [)rin- 
cipals or as parties. They enable us to foresee what these 
enterprises will require, and what will be their results ; to 
devise the means of their success, and to establish our 
exclusive claims to them ; to select the most secure invest- 
ments, from anticipating the effects of loans and other 
public measures; to cultivate the earth to advantage, 
from accurately adjusting actual advances with probable 
returns; to become acquainted with the general wanti« 
of society, and thus be enabled to make choice of a pro 
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fession ; and to discern the symptoms of national pros- 
perity or decline. 

The opinion that the study of the science of political 
economy is calculated to be useful to statesmen only, fal- 
lacious as it is, has been attended with other disadvan- 
tages. Almost all the authors on this subject, until the 
time of Dr. Adam Smith, had imagined that their principal 
object was to enlighten the public authorities ; and as they 
were far from agreeing among themselves, inasmuch as 
tlie facts, and their coimcxion and consequences, were but 
imperfectly known to them, and entirely overlooked by 
the multitude, it is by no means surprising that they should 
have been regarded as visionary dreamers in relation 
to the public good. Hence the contempt which men in 
power always aflect towards everything like first prin- 
ciples. 

But since the rigorous method of philosophizing, which 
in every other branch of knowledge leads to truth, has 
been applied to tlie investigation of facts, and to the rea- 
sonings founded on them, and the science of political 
economy has been thus confined to a simple exposition of 
whatever takes place in relation to wcaltli, it no longer 
attempts to offer counsel to public authorities. Should 
they, however, be desirous oi ascertaining the good or 
evil consequences likely to result from any favourite pro- 
ject, they may consult this science, exactly as they would 
consult hj'draulics upon the construction of a pump or 
sluice. All that can be required from political economy 
is to furnish governments with a correct representation 
of the nature of things, and the general laws necessarily 
resulting from it. Perhaps, until such views be more gene- 
rally diffused, it may also he required, to point out to them 
some of the applications of its principles. Should these 
be despised or neglected, the governments themselves, as 
well as the people, will be the sutTcrcrs. The husbandman 
who sows tares can never expect to reap wheat. 

Certainly, if political economy discloses the sources of 
wealth, points out the means of rendering it more abun- 
dant, and teaciies the art of daily obtaining a still greater 
amount without ever exhausting it ; if it demonstrates, 
that the population of a country may, at the same time, 
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be more naoieroiis and better supplied with the necessaries 
of life ; if it satisfactorily proves that the interest of the 
rich and poor, and of different nations, are not opposed 
to each other, and that all rivalships are mere folly ; and 
if from all these demonstrations it necessarily results, that 
a multitude of evils supposed to be %vithout remedy, may 
not only be reckoned curable, but even easy to cure, and that 
we need not suffer from them any longer than >ve are Avill- 
ing so to do; it must be acknowledged that there are 
few studies of greater importance, or more deserving the 
attention of an elevated and benevolent mind. 

Time is the great teacher, and nothing can supply its 
operation. It alone can fully demonstrate the advantages 
to be derived from a knowledge of political economy in 
the general principles of legislation and government. On 
the one hana, the custom which condemns so many men 
of sense, at the same time that they admit the principles 
of this science, to speak and act as if they were wholly 
ignorant of them,* and on the other, the resistance, which 
individual as well as general interests, imperfectly under- 
stood, oppose to many of these principles, exhibit nothing 
that ought either to surprise or alarm individuals animated 
with a desire of promoting the general welfare. The phi- 
losophy of Newton, which, during a period of fifty years 
was unanimously rejected in France, is now taught in all 
its schools. Ultimately it will be perceived, that tln^e 
are studies of still greater importance than this, if esti- 
mated by their influence on the happiness and prosperity 
of mankind. 

Still how unenlightened and ignorant are the very na- 

■■Tliej woald wish, lo to express mynclf^ that I m'lirUi br ablf; to dnnonWrntn thnt 
mj prooA are oonclosive, and that they arc not wronj^ in nuimiittinjf Ut tlicrii. TIiq 
■wiMnfiw of my reasoning has produced a momentary conviction ; In it tlicy ttlhrwanin 
leel tlie UUtiiaf iafluencc of their former opinion'« return with undirnini/ilicd auUiority, 
kilhaaffa witbonl any adequate cause, an in the caw: of tin: apprm-nt turrmm: in Ihu 
dimneter of the moon at the horizon. Th';y would wish to \f; frt:*^^ hy ni': fro'u tU' •»; 
s relapset, of whose dtIu5lvcno<tA th'.y -if K'->ixih)i-, liut whi'fi m< v< :«!i< |i ^^ 
tbem. In a W9rd, they are JrHJrou** th'^t I nliouid U; rn:tM 'J to ':.]'•'* Iiv 
what time alone can accomplish: wliif:h is 'uti'ur-^i'ihh-. livery r,ii„* f. ,. . ., 
peculiar to itself. Rea.«on may con vj doc, '•j»irii'>r.M mrry n* :i Ion;:', firt<l i!Iii»i':. . 
X as; but time alone, and tlie frequent r' ;!• titi'Mi of tljo ti..ni<; I'-t*, r lO ;ir«i«l>i' < 
tfattt ilale of ealmnesf and ease which we csll h'lfiit. Ifm'-f: it i«, th-it :ill h> w oj^rii'ifii 
lakofth of time in sprcadin^r th«;mvIvL'<. If an innov-^l'^r }i.i< *vr t.-i't i.n. 
BDfcrsi, it is only fjom havin^r disC-jwrci nnd pr'i'nn!;;ut"i o;#iMi'fri« riiri n'lr 
in every mind.** i>E4TL'TT«Ta4cr, //^'iyue, rh'ip. K 
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tions we term civilized ! Survey entire provinces of proud 
Europe; interrogate a hundred, a thousand, or even ten 
thousand iudividiials, and of this whole number, you will 
hardly, perhaps, find two embucd with the slightest tincture 
of the improved science of which the present age so much 
boasts. This general ignorance of recondite truths is by 
no means so remarkable as an utter unacquaintance with 
the simplest rudiments of knowledge applicable to the 
situation and circumstances of every one. How rare, also, 
arc the qualifications necessary for one's own instruction, 
and how few persons arc solely capable of observing what 
daily happens, and of questioning whatever they do not 
understand ! 

The highest branches of knowledge are then very far 
from having yielded to society all the advantages to be 
expected from them, and without which they would be 
mere curious speculations. Perhaps their perfect appli- 
cation is reserved for the nineteenth century. In moral 
as well as in physical science, inquirers of superior minds 
will appear, who, after having extended their theoretical 
views, will disclose methods of placing important truths 
■within the reach of the humblest capacities. In the ordi 
nary occurrences of life, instead of then being guided by 
the false lights of a transcendental philosophy, mankind 
will be governed by the maxims of common sense. Opin- 
ions will not rest on gratuitous assumptions, but be the 
result of an accurate observation of the nature of things. 
Thus, habitually and naturally ascending to the source of 
all truth, we shall not suffer ourselves to be imposed upon 
by empty sounds, or submit to the guidance of erroneous 
impressions. Corruption, deprived of the weapons of em- 
piricism, will lose her principal strength, and no longer be 
able to obtain triumphs, calamitous to honert meQ, a^d 
disastrous to nations. *^^ 
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CHAPTER L 

or WHAT n TO BE UNDERSTOOD BT THE TERM, PRODUCTION. 

It we take the pains to inquire what that is, which mankind in a 
tfocial state of existence denominate wealth, we shall find the term 
employed to designate an indefinite Quantity of objects bearing 
inherent value, as of land, of metal, ot coin, of grain, of stuffs, of 
commodities of every description. When they further extend its 
signification to landea securities, bills, notes of hand, and the like, it 
is evidently because they contain obligations to deliver things pos- 
■ened of inherent value. In point of^fact, wealth can only exist 
where there are things possessed of real and intrinsic value. 

Wealth is proportionate to the quantum of that value ; great, when 
ihe aggregate ot component value is great ; small, when that aggre- 
gate 18 small 

The value of a specific article is always vague and arbitrary, so 
long as it remains unacknowledged. Its owner is not a jot the richer, 
by setting a his/her ratio upon it in his own estimation. But the 
moment that other persons arc willing, for the purpose of obtaining 
itf to give in exchange a certain quantity of other articles, likewise 
bearing value, the one may then be said to be worth, or to be of 
equal value with, the other. 

The quantity of money, which is readily parted with to obtain a 
thing* is called its price. Current price, at a given time and place, 
is that price which the owner is sure of obtaining for a thing, if he 
is inclined to part with it* 

The knowledge of the real nature of wealth, thus defined, of the 
difficulties that must be surmounted in its attainment, of the course 
and order of its distribution amongst the members of society, of the 

* Hie Bimieinus and difficult points ari8in<r out of the confusion of positive and 
rebftM value are discussed in different parts of this work; particularly in the 
leading cbaptera of Book II. Not to perplex the attenticm of the reader, I eon- 
fiie n^self here to so much as is absolutely necessary to comprehend the pht 
n of the production of wealth. 
6 
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uses to which it may lie applied, and, furilier, of the consequences 
resulting respectively from these several circumstances, constilutea 
that branch of science now entitled Political Economy, 

The value that mankind attach to objects originates in the use it 
can malte of ihem. Some afford sustenance ; others serve for cloth- 
ing; some defend tliem from the inclemencies of the season, as 
houses ; others gratify their taste, or, at ail events, their vanity, both 
of which are species of wants: of this class are all mere ornaments 
and decorations. It is universally true, that, when men attribute 
value to any thing, it is in consideration of its useful properties ; what 
is good for nothing they set no price upon.* To this inherent fitness 
or capability of certain things to satisfy the various wants of man- 
kind, I shall take leave to affix the name of utility. And I will go 
on to say, that, to create objects which have any kind of utility, is lo 
create wealth; for the utility of things is the ground-work of their 
value, and their value constitutes wealth. 

Objects, however, cannot be created by human means; nor is the 
njass of matter, of which this globe consists, capable of increase or 
Jiminulion. All that man can do is, to re-produce existing materials 
under another form, which may give them an ulilitv they did not " 
before possess, or merely enlarge one they may have before present- 
ed. So that, in fact, (here is a creation, not of matter, but ot utility: 
and this I call production ofvealth. 

]n this sense, then, the word production must be understood in 
political economy, and throughout the whole course of the present 
work. Production is the creation, not of matter, but of utility. It 
is not to be estimated by the length, the bulk, or the weight of the 
product, but by the utility it presents. 

Although price is the measure of the value of tilings, and their 
value the measure of their utility, it would be absurd to draw the 
inference, that, by forcibly raising their price, their utility can be 
augmented. Exchangeable value, of price, is nn index of the recog- 
nNed utility of a thing, so long only as human dealings are exempt 
from every influence but that of the identical utility : m like manner 
as a barometer denotes Ihc weight of the atmosphere, only while the 
mercury is submitted lo the exclusive action of atmospheric gravity. 

In fact, when one man sells any product to another, he sells him 
the utility vested in that product ; the buyer buys it only for tlie sake 
of its utility, of the use he can make of it If, by any cause what- 
ever, the buyer is obliged lo pay more than the value to himself of 



' It would be out of place here to esnminp, whether or no ihe value mankind 
attach to a thing' be alwaj's proportionate to its actual utility. Tho acciiracfof 
ilie eHtimate muet depend upon the comparative judgment, Intelligence, htbita, 
snJ prejudices of those who make it. True morality, and the clear perception 
of their real interesta, lead mankind to the just appreciation of benefits. R>liti- 
cnl economy lakes this appreciation aa it finds it — oa one of tho data of JU re»- 
Fonings; leaving' lo the moralist and tiic praclicnl man, the Keveral duties ot 
tinlig'htening' and of Euiding their fellow-creaturee, aa well in this, as in other 
oaiticularB of hmnsn ciHiduct 
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dm utilitrv lie pays for ralue Aa: ha? no e.xiftor.ce. ar.d c»Ti5Cqix*:U 
Ijr which be does not receive.* 

This is precisely the case, when authority crams lo a }>ar:io»Iar 
dus of merchants the exclusive rr^iieje of carrvini: on a ceriain 
bruich of trade, the India trade tor instar^ce: the price ot* liuiian 
impcMts is thereby raised, without any accession to their utility or 
intrinsic value. iTiis excess of price is noihinj: more or less than so 
miKh money transferred from the p«>ckets of the consumers into 
those of the privileced traders, whereby the latter are enrioheil ex- 
actly as mucn as the former are uniH?cessarily impoverished. In 
Eke manneTv when a government imposes on wine a tax, which 
nises to 15 cents the bottle what would otherwise be si^Kl for 10 
centSv what does it else, but transfer 5 cents \x^t ho\\\c fr^^m the hands 
of the producers or the consumers of wine to those of the tax-gather- 
er ?t The particular commodity is here only the means resi>rteil to 
for getting at the tax-payer with more or less convenience ; and its 
corrent value ;s composed of two ingredients, viz. 1. Its real value 
originating in its utility : 3. The value of tlie tax that the govern- 
ment thinks fit to exact, for permitting its manufacture, transi^ort, 
or consumption. 

Wherefore, there is no actual production of wealth, without a 
creation or augmentation of utility. I/;t us sec in what manner this 
utility is to be produced. 



CHAPTER II. 

THE DiPFESENT KINDS OF IN'OL'STRY. AXD THE MODR IN WinClI TIIKY 

CONCCR IN PRODUCTION. 

BoMK items of human consumption arc the spontaneous giftM (»f 
natare, and require no exertion of man for tlieir production ; as nir, 
water* and light, under certain circumstances. Fheso are destitute 
of exchangeable value ; l)ccausc the want of ihem is never felt, others 
being equally provided with them ns ourselves. Ikin;^ neither pro- 
cmable by production, nor destructible by consumption, they come 
not within tnc province of political economy. 

But there are abundance of others equally indis|)ensablc to our 
existence and to our happiness, which man would never enjoy at all, 
did not his industr}'' awaken, assist, or complete the operations of 



This paeitioii will lioroaftor ho. riirth»»r illii«tnit**fl. For tho pronflnt it in 
l«rh to know, that, whnl«»vi.»r be x\\o stalo nt' wK:i«»ty, currffnt pric(?N nppruii- 
t'l the real value of tliinirH, in pn)portifjn t/i tin* lifxirty of profliictioii ami 
iT dealing. 

fit -xill be ihown in Bor>k fll. of this work, what proportion of the tax i« paki 
Ij the prodnoer, and what by the consnimer. 
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nalure. Such are most of the articles whjcli serve for his food, rai- 
ment and lodging. 

When that industry is limited to the bare collection of natural 
products, it is called agricullural industry, or simply agriculture. 

When it is employed in severing, compounding, or fasliioning the 
products of nature, so as to fit them to the satisfaction of our various 
wants, it is called manufacturing industry* 

When it is employed in placing within our reach objects of want 
which would otherwise be beyond reach, it is called commercial 
induitry, or simply commerce. 

It is solely by means of industry that mankind can be furnished, 
in any dcr;ree of abundance, with actual necessaries, and with that 
variety of other objects, the use of which, though not altogether in- 
dispensable, yet marks the distinction between a civilizeil communi- 
ty and a tribe of savages. Nature, left entirely to itself, would prtv 
vide a very scanty subsistence to a small number of human beinga 
Fertile but desert tracts have been found inadequate to the bare 
nourishment of a few wretclies, cast upon them by the chances of 
shipwreck: while the presence of industry often exhibits the spec- 
tacle of a dense population plentifully supplied upon the most un- 
grateful soil. 

The term products is applied to things that industry furnishes to 
mankind. 

A particular product is rarely the fruit of one branch of industry 
exclusively. A table is a joint product of agricultural industry, 
which has felled the tree whereof it is made, and of manufacturing 
industry, which has given it form. Europe is indebted for its colTee 
to the agricultural industry, which has planted and cultivated the 
bean in Arabia or elsewhere, and to the commercial industry, which 
hands it over to the consumer. 

These three branches of industry, which may at pleasure be again 
infinitely subdivided, are uniform in their mode of contributing to 
the act of production. They all either confer an utility on a sub- 
stance that possessed none before, or increase one which it already 
possessed. The husbandman who sows a grain of wlieat that yielji 
twenty-fold, does not gain this product from nothing: he avails him- 
self of a powerful agent ; that is to say, of Nature, and merely directs 
an operation, whereby different substances previously scattered 
throughout tlie elements of earth, air, and water, are converted into 
the form of grains of wheat. 

Gall-nuts, sulphateof iron, and gum-arabic, are substances existing 
separately in nature. The joint industry of the merchant and manu- 
facturer brings them together, and from their compound derives the 
black liquid, applied 1o the transmission of useful science. This 
joint operation of the merchant and manufacturer is analogous to that 

* Since matter can only bo mwlificd, compound eii. or separated, by mcana 
either mechanical or cliemicnl, all branches of manufacturing industry niay In 
subdivided into the mechanical and the chemical arts, according to the predomi- 
nuice of the one or the other in their sevend processes. 
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of the lutfbaiidinaiiv who chooses his object and effects its attainment 
by preciiely the same kind of means as the other twa 

No hunuui bring has the faculty of ori^nally creating matter, 
which is more than nature itself can do. But any one may avail 
Unndf of the agents oiiered him by nature, to invest matter with 
ntili^^. In fact, mdustry is nothing more or less than the human 
omploynieiit of natural agents ; the most perfect product of labour, 
the one that derives near^ its whole value from its workmanship, is 
probsUy the result of the action of steel, a natural product upon 
•ome fubftance or other, likewise a natural product* 

Tluough ignorance of this principle, the economists of the 18th 
ca u t uiy , though many enlightened writers were to be reckoned 
amongst them, were betrayed into the most serious errors. They 
■llvwttd no industry to be productive, but that which procured the 
nw materials ; as the industry of the husbandman, the fisherman and 
Ae miner; not adverting to the distinction, that wealth consists, not 
in matter, but in the value of matter; because matter without value 
is DO item of wealth; otherwise water, flint-stones, and dust of the 
iXMidsy would be wealth. Wherefore, if the value of matter consti- 
tutes wealthy wealth is to be created by the annexation of value. 
PrBCtically, the man who has in his warehouse a quintal of wool 
worked up into fine cloths, is richer than one who has the same 
qneotity of wool in packs. 

To this position the economists replied, that the additional value 
communicated to a product by manufacture, was no more than equi- 
Tslent to the value consumed by the manufacturer during the process ; 
feff said they, the competition of manufactures prevents their ever 
ninng the price beyond the bare amount of their own expenditure 
and consumption ; wherefore their labour adds nothing to the total 
wealth of the community, because their wants on the one side destroy 
as moch as their industry produces on the othcr.f 

*Aiagr9Ui in his Oputcidoj by wsy of exemplifying the prodigious addition 
flf tte value given to on object by industry, adduces the spiral springs that 
tlis faaluiee-wheek of watches. A pound weight of pig-iron costs thu 
' m minafiusturer about five cents. This is worked up into stoel, of which 
the little firing that moves the balance-wheel of a watch. Kach of these 
_ weiffbi but the tenth port of a grain ; and when completed, may be sold 
IS high M tnree dollars, so that out of a pound of iron, allowing someUiing for 
ths hm of netil, 80,000 of tliesc springs may be made, and a substance ot^ five 
scDts valne be wrought into a value of §10,000 dollars. 

f M tr m er ie im Riviere^ in his work entitled ^^Ordre Naturel des SocietSs PoU- 
lifMii*' loflo. ii p. 259i, while labouring to prove, that manufacturing labour is 
fauna and mpiodactive, makes use of an argument, which I think it may be of 
MBS ssrrice to lefiite, because it has been often repeated in different shapes, 
■ad MBS of tbeoi specious enough. He says, '* that if the unreal products of 
UiMtiff SIS conndered as realities, it is a necessary inference, that an useless 
■shipUeaCiaD of workmaaship is a multiplication of wealth.** But because 
boana labonr is pndactive of value, when it has an useful result, it by no means 
ftUowi^ that it is pixxiuctive of value, when its result is either useless or injuri- 
An labour is not productive ; but such only as adds a real value to any 
IS or tfaiaff. And the futility of this argument of the economists is put 
6» I 
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Bui it should have been previously demonstrated by those who 
made use of this argument, that Uie value, consumed by mechanics 
and arlizans, must of necessity barely equal the value produced by 
them, which is not the fact ; for it is unquestionable, that more savings 
are made, and more capital accumulated from the profits of trade and 
manufacture, than from those of agriculture.{l). 

Besides, even admitting that the profits of manufacturing industiy 
are consumed in the satisfaction of the necessary wants of the manu- 
facturers and their families, that circumstance does not prevent 
them being positive acquisitions of wealth. For unless they were 
so, they could not satisfy their wants : the profits of the land-owaer 
and agriculturist are allowed to be items of positive wealth ; yet they 
are equally consumed in the maintenance of those classes. 

Commercial, in like manner as manufacturing industry, concurs 
in production, by augmenting the value of a product by its transport 
from one place to another. A quintal of Brazil cotton has acquired 
greater utility, and therefore larger value, by the lime it reaches a 
warehouse in Europe, than it possessed in one at Pernambuco. The 
transport is a modification that the trader gives to the commodity, 
whereby he adapts to our use what was not nefore available ; which 
modification is equally useful, complex and uncertain in the result, 
as any it derives from the other two branches of industry. He 
avails himself of the natural properties of the limber and the metals 
used in tlio construction of his ships, of the hemp whereof his rigging 
is composed, of the wind that fills his sails, of all the natural agents 
brought to concur in his purpose, with precisely the same view and 
the same result, and in the same manner too, as the agriculturist 
avails himself of the earth, the rain, and the atmosphere.* 

boyonil all question by Iho circumslnnce, that it mny be equally eroplored 
ajrainst their own ayEtem and ihat ortlieir opponents. They may bo UM, "Yaa 
admit tlic iniiiistry of the cultivator to be productive j therefore he has only to 
plouirh and bow his fields ten times a. year to increase his productiveness ten- 
foil)," which is absurd. 

• Oenoveii, who leclurefl on i»li(ical economy at NapleB, defines commeKe 
to bo "the exchange of supeilluities Ibr neceBsaries." Ho gives as his reason, 
that in every transaction of eichanf^, the article received appears toeachof tba 
(contra c til ijr parties more necessary than that given. This is a Inj-felched notiaD, 
wliich I thinlt inyEelf called on to notice, because it has obtained considerable 
currency. It would bo difficult to prove, that a poor labourer, who goes to the 

(1) [Our author, in here aBserting, " thnt more ravings are made, and moTB 
capital accumulated from the proiita of trade and manufacture, than ft<om thoM 
of agriculture ." iias ^Ilen into an error, which it is proper to notice la tbs 
absence of prohibitions and restraints, the profits of agriculture, mojiufkctum 
and commerce, will all be on an equality, or always nearly ai^"'~>'-hing towudi 
it; for any material difTerence will cause a diversion of en ■ i ,d industry to 
the more productive channel, and by that means r< re ilibrigm. b 

overthrowing llio hypothesis of the economifls, the i hub vertently, (m 

H moment, lost sight of his own genera) principles, njui^h h, i arly eatabliik 
the eijualitj of profits in all the dilTcrenl branches of industry.) 

Aiuucui Bmra*. 
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ThiMi when Raynal says of commerce, as contrasted with agricul- 
tore and the arts, that ^ it produces nothin;^ of itself," he shows him- 
■aif to have had no just conception of the phenomenon of production. 
In this instance Raynal has fallen into the same error with regard to 
eommeroe, as the economists made respecting both commerce and 
mamilacture. They pronounced agriculture to be the sole channel 
ofprodiiction ; Raynal refers production to the two channels of agri- 
cuKore and manufacture: liis position is nearer the truth than the 
odier, but still is erroneous. 

Condillac also is confused in*his endnavour to explain the mode in 
which commerce produces. He pretends that, because all commo- 
dities cost to the seller less than the buyer, they derive an increase 
of value from the mere act of transfer from one hainl to another. 
But this is not so ; for, since a sale is nothing else but an act of barter, 
in which one kind of goods, silver for example, is received in lieu 
of another kind of goods, the loss which either of the parties dealing 
should sustain on one article would be equivalent to the profit he 
would make on the other, and there would be to the community no 
production of value whatsoever.* When Spanish wine is bought at 
raris» equal value is really given for et|ual value : the silver paid, 
and the wine received, are worth one tlie other; but the wine had not 
the same value before its export from Alicant : its value has really 
increased in the hands of the trader, by the circumstance of trans- 
portt and not by the circumstance, or at the moment, of exchange. 



on a Sunday, exrhanj^ there his superfluity for a necessary. In all 
flkir tnlBe, there occurs a mutual exchani^e uf two thin^ which are worth one 
die other, at the time and place of cxchanffo. Commercial production, tliat is 
to mj, the value addod by commerce to tlie tilings exchanged, is not operated by 
the set ofexchanfife, but by the commercial openitions tliat precede it. 

Tlie Coant de Verri ia the only writer within my know]ed<re, who has explain- 
ed the tnie principle and pround-work of commorco. In the year 1771, he 
tfaoi exprenea himself: *^ Commerce is in fact nothincr more than the transport 
efceoda from one place to another.*^ (Miditazioni sulla ecouomia politico, \ 4.) 
The celebrated Adam Smith himself appears to have had no very clear idea of 
eeanereial production. He merely di.scards the opinion, that there is any pro- 
daetion of value in the act of exchanpre. 

•ITiie circumstance has escaped the attention of Sii*mondi, or he would not 
hew bM, "Tlie trader places himself botwoen the pnxlucer and the consumer, 
to Venefit them both at once, makinir iiis clnr<re for that benefit upon both.** 
(iWin>ee II X Frincifes d^Eeonomie PM, l.iv. ii. cJi. 8). He would make it 
npper as if the trader subRLSte<] wholly upon the value produced by the a^rricul- 
tanfltand the manufacturer; whereas ho is innint:iine<l by the real value he lum- 
irif eommnnicatea to commodities by frivin? th«Mn an additional modification, an 
■HftI property. It is this very notion that stirs up the popular indirifnation 
egnsnat the dealers in frrain. 

Is, Smfft of Nantes, has fallen into \ho pnnio mistake {Principahs Causrx de 
im RitheM9e^ &c. pi 110). By way of donif>u«tratinjf the \Tilue confernMl by 
e u n m ier c e to bo unreal, he allonrps it to Ik* -ili 'nrlie*! by the charges of tran«'pnrt. 
9f ihirf incidental process of rea!<oninir. tfi«* f('<iriMrnist concluded manufitcturi* to 
be anpfndnetive ; not perceivinir, that in thnso vory charijes consists the reviMuie 
of the commercial and manufacturinjr proiiurprN; and that it is in this way that 
the vmlaes raised by production at larcfc are distributed amongst the several pro- 
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The seller does not play the rogue, nor the buyer the fool ; and Con- 
dilhc has no grounds for his position, that " if men always exchane* 
ed equal value for equal value, there would be no profit to be made 
by the traders,"* 

In some particular cases the two other branches of industry pro- 
duce in a manner analogous to commerce, w'l. by giving a value to 
things to which they actually communicate no new quality, but that 
of approximalion to the consumer. Of tliis description is the indus- 
try of miners. The coal or metal may exist in the earth, in a perfect 
state, but unpossessed of value. The miner exlracls Ihem thence, 
and iJiis operation gives them a value, by fitting them for the use of 
mankind. So also of the herring fishery. Whether in or out of 
the sea, the fish is the same; but under the latter circumstances, it 
has acquired an utility, a value, it did not before possess-f 

Examples might be infinitely multiplied, and would all bear as 
close an affinity, as those natural objects, which the naturalist classi- 
fies only to facilitate their description. 

This fundamental error of the economists, in which I iiave shown 
that their adversaries in some measure participated, led tiiem to the 
strangest conclusions. According to their theory, tlie traders and 
manufacturers, being unable to add an iota to the general stock of 
wealth, live entirely at the expense of the sole producers, that is to 
say, the proprietors and cultivators of the land. Whatever new 
value they may communicate to things, Ifiey at tlie same lime con- 
sume an equivalent product, fumishect by the real producers: manu- 
facturing and commercial nations, therefore, subsist wholly upon the 
wages tney receive from their agricultural customers j in proof, of 
which position, they alleged that Colbert ruined France by his pro- 
tection of manufactures, &c.J 

The truth is, that, in whatever class of industry a person is 
engaged, he subsists upon the profit he derives from the additional 

*See hia work entitled, "Le Commerce et le Gousenunent contidiret rda- 
tiuemenl Fvn a fautre." Ire. partif, ck. 6. 

t Wc may consider as ngenta of the same ciasB of inituBtr/, the cullirator of 
the laod, the breeder of entile, the wooilcutter, the tishemian that lakes fish be 
haa been at no pains in breeding, and the micier who, from the bowels of the 
earth, extmcts melol, stone, or eombiiBtiblcB, that nature has pineed there in > 
perfect state ; ajid, [o avoid multiplicity of denominations, the whole of thew 
occupationa may be called by the name of Bgricultural industry, because the 
superficial cultivation of the earth, is the chief and most important of all. Terms 
are of little consequence, when tlie ideas are clear and definite. The wine- 
(;rower, who himself eipreeaes the juice of his grapes, perforins a mechanical 
operation, that partakes more of manu&cture Ihan apiculture. But it matt«n 
little whether he be classed as a manufacturer or agriculturist ; provided that it 
be clearly comprehended in what manner his industry adds to the value of the 
product If we wieh to give separate consideration to every possible mannn of 
giving value to things, mduati^ may be infinitely subdivided. If it be the object 
lo generalize to the utmost, it may be treated as one and the same ; for every 
branch of it will resolve itself into this; the employment of natural subetancee 
and agents in the adaptation of prodocla lo human consumption, 

iSee the numberless writings of that sect. 
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valoBy or pcnlion of Talue, no matter in what ratio, which his agency 
•Mftdies to the product he is at work upon. The total value of pro- 
docto serves in this way to pay the profits of tliose occupied in pro- 
dnctioii. The wants of mankind are supplied and satisfied out ot 
the gnu values produced and created, ana not out of the net values 

only. 

A nation^ or a class of a nation, engaged in manufacturing or com- 
msrcial industry, is not a whit more or less in the pay of another, 
thu one employed in agriculture. The value created by one branch 
is of the same nature as that created by others. Two eaual 
values are worth one the other, although perhaps the fruit of diner- 
eot branches of industry: and when Poiana barters its staple product, 
wiieat, for the staple commodity of Holland, East and West India 
produce^ Holland is no more in the pay or service of Poland, than 
roland is of Holland. 

Nay» Poland herself, which exports at the rate of ten millions of 
^Aeat annually, and therefore, according to the economists, takes the 
sore road to national wealth, is, notwithstanding, poor and depopu- 
lated: and why? — Because she confines her industry to agriculture, 
thoogh she might be at the same time a commercial and manufactur- 
ing state. Instead of keeping Holland in her pay, she may with 
more propriety be said to receive wages from the latter, for the 
Faisinff of ten millions of wheat, per annum. Nor is she a jot less 
dependent than the nations that buy wheat of her: for she has just 
as much desire to sell to them, as they have to buy of her.* 

Moreover, it is not true that Colbert ruined France. On the con- 
trary, the fact is that France, under Colbert's administration, emerged 
from the distress that two regencies and a weak reign had involved 
her in. She was, indeed, afterwards ruined again ; but for this second 
calamity« she may thank the pageantry and the wars of T-ionis XIV. 
Nay» thia very prodigality of that prince is an undeniable evidence 
of the vast resources that Colbert had placed at his disposal. It must, 
however, be admitted that those resources would have been still 
ample, if he had but given the same protection to agriculture, 

to the other branches of industry. 

Thus it is evident, that the means of enlarging and multiplying 

Mhh within the reach of every community are much less confined 
than the economists imagined. A nation, by their account, was un- 
able to produce annually any values beyond the net annual produce 
of its lands ; to which fund alone recourse could be had for the sup- 
port not only of the proprietary and the idler, but likewise of the 
merchant, the manufacturer, and the mechanic, as well as for the total 
eonsomption of the government. Whereas we have just seen tiiat 
the annual produce of a nation is composed, not of the mere net pro- 



' We thiLU find in the sequel, that, if any one nation can be said to be in the 
of tnothor, it is that which is the most dependent ; and that the most 
dqwndent nations are, not those which have a scarcity of land, but those which 
have a KSicity of capital. 
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Jucc of its agriculture, but of the gross produce of its agriculture, 
commerce, and manufacture united. For, in fact, is not the Bum 
total, tliat is lo say, the aggregate of the gross product raised by the 
nation, disposable for its consumption T Is value produced less ati 
item of wealth, because it must needs be consumed? And does not 
value itself originate in this very applicability to consumption. 

The English writer, Stewart, who may be looked upon as the leading 
advocate of the exclusive system, the system founded on the maxim, 
that the wealth of one set of men is derived from the impoverish- 
ment of another, is himself no less mistaken in asserting, that, " when 
once a stop is put to external commerce, the stock of internal wealth 
cannot be augmenled."* Wealth, it seems, can come only from 
abroad ; but abroad, where does it come from 1 from abroad also. So 
that in tracing it from abroad to abroad, we must necessarily, in the 
end, exhaust every source, till at last we are compelled to look for it 
beyond the limits of our own planet, which is absurd. 

Forbonnais.f too, builds his prohibitory system on this glaring 
fallacy ; and to speak freely, on this fallacy are founded the exclu- 
sive systems of all the short-sighted merchants, and all the govern- 
ments of Europe and of the world. Thev all take it fur granted, 
that what one individual gains must needs oe lost to another; that 
what is gained by one country is inevitably lost to another i as il 
the possessions of abundance of individuals and of communities could 
not be multiplied, without the robbery of somebody or other. li 
one man or set of men, could otdy be enriched at others' expense, 
how could the whole number of individuals, of whom a state is com- 
posed, be richer at one period than at another, as they now confess- 
edly are in France, England, Holland, and Germany, compared with 
what they were formerly? How is it, that nations are in our days 
more opulent, and their wants better supplied in every respect, than 
they were in the seventeenth century? Whence can tnev have 
derived that portion of their present wealth, which then had no 
existence? Is it from the mines of tlie new continent? They had 
already advanced in wealth before the discovery of America. Be- 
sides, what is that which these mines have furnished ? Metallic 
wealth or value. But all the other values which those nations now 
possess, beyond what they did in the middle ages, whence are they 
derived ? Is it not clear, that these can be no other than created 
va lues ? 

We must conclude, then, that wealth, which consists in the valua 
lliat human industry, in aid and furtherance of natural agents, com- 
municates to things, is susceptible of creation and destruction, o( 
increase and dimmution, witliin the limits of each nation and iada- 
pendenlly of externa! agency, according to the memod it adopts to 
[iring about those effects. An imjwrlant truth, which ought to teach 

* Emay on Political Econom;, b. iL c, 26. 
f Element de Conaaerce. 
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H ifpfcinii, that the objects of rational desire are within their reach* 
provided they have the will and intelligence to employ the true 
Bouia of obtaining thenn. Those means it is the purpose of this 
work to investigate and unfold. 



CHAPTER m. 

NATUEB OF CAPrTAL. AND THE MODE IN WllICa FT CONCUBS lH 
THE BUSINESS OF FBODUCTION. 

As we advance in the investigation of the processes of industry. 
cannot fail to perceive, that mere unassisted industry is insuffi- 
cient to invest things with value. The human agent of industry 
must, besides, be provided with pre-existing products ; without which 
h» agency, however skilful and intelligent, would never be put in 
modon. These pre-existing requisites arc, 

1. The tools and implements of the several arts. The husband- 
man couM do nothing without his spade and mattock, the weaver 
%rithotit Ms loom, or the mariner witnout his ship. 

S» The products necessary for the subsistence of the industrious 
agent, as long as he is occupied in completing his share of the work 
or production. This outlay of his subsistence is, indeed, in the long 
Ino, replaced by the product he is occupied upon, or the price he 

11 receive for it; but he is obli^d continually to make the advance 

SL The raw materials, which are to be converted into finished 
pipdocts bv the means of his industry. These materials, it is true, 
are ofien tne gratuitous offerings of nature, but they are much more 
generally the products of antecedent industry, as in the case of secd- 
oom supplied by agriculture, metals, the fruit of the labour of the 
miner and smeher, drugs brought by the merchant perhaps from the 
extremities of the globe. The value of all these must be found in 
advance by the industrious agent that works them up. 

The value of all these items constitutes what is denominated pro- 
Atetive capitaL 

Under this head of productive capital must likewise be classed the 
raloe of all erections and improvements upon real or landed property, 
nHiich increase its annual produce, as well as that of the farmin;:; live 
and dead stock, that operates as machinery in aid of human industry. 

Another item of productive capital, is money, whenever it is 
employed to facilitate the interchange of products, with(»ut wliich 
production could never make any progress. Money distributed 
Ihroagh the whole mechanism of human industry, like the oil that 
greases the wheels of complex niacliinery, gives the rccjuisite case 
arid facility to its movements. But gold and silver arc not produc 
live unless employed by industry : they arc like the oil in a machine 
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remaining in a stale of inaction. And so also of all other tools and 
implements of human industry. 

It %voulc[ evidently be a great mistake lo suppose that tlie capital 
of a community consists solely of its money. The merchant, the 
manufacturer, the cultivator, commonly have the least considerable 
portion of the value composing their capital invested in ihc form of 
money; nay, the more active their concern is, the smaller is their 
relative proportion of their capital so vested to ihe residue. The 
funds of the merchant arc placed out in goods on their transit by 
land or water, or warehoused in dilTerent directions: the capital of 
the manufacturer chiefly consists of the raw material in different 
stages of progress, of tools, implements, and necessaries for his work- 
men: while that of the cultivator is vested in farming buildings, live 
stock, fences and enclosures. Tliey all studiously avoid burthcning 
themselves with more money than is sufficient for current use. 

What is true of one, two, three, or four individuals, is true of 
society in Ihe aggregate. The capital of a nation is made up of the 
sum total of private capitals ; and, in proportion as a nation is pros- 
perous and industrious, in the same proportion is that part of ita 
capital, vested in the shape of money, trifling compared lo the amount 
of the gross national capital. Neckar estimates the circulating 
medium in France, in the year 1784, at about 4-10 millions of dol- 
lars, and there aii: reasons for believing his estimate exaggerated; 
but this is not the time to stale them. However, if account be taken 
of all the works, enclosures, live slock, utensils, machines, ships, 
commodities, and provisions of ail sorts belonging to the French 
jicoplc or tl.eir government in any part of the world ; and, if to 
these be added the furniture, decorations, jewellery, plate, and other 
items of luxury or convenience, whereof they were possessed, at the 
same period, it will be found lliat 440 millions of circulating medium 
was a mere trifle compared lo the aggregate of these united values.* 

Beekc estimates the total capital of Great Britain at 2300 m1lli(»u 
stcrling,t (equal I o more than 11,000 millions of dollars.) The total 
amount of her circulating specie, before the establishment of her 
present paper money, was never reckoned by the highest estimatei 
at more than 47 millions sterling ;J that is to say, about l-50th of 
her capital. Smilh reckoned it at no more than 18 millions, which 
could not be the l-137lh part.(l). 

*Artnur Young, in his " Jnurney in Franct,'" in spite of the unfavourable 
■■iuw be fives of French Agriculture, eslimntcs the total capital emplojied in 
thnt kingilom, in that bmnch of induatrj slone, it more Ehan 2200 millions of 
iloilnrB; and stateB his Iwlief, that the capital of Great Britain, similarly emploj- 
ed, is in the proportion of Iwo to one. 

\ Obttrvatinni on tite produce of the income-tax. 

I Pill, who ia Bupposed lo have overrated the i tilv of e, states the 

. pold at fuity-four-millions; and Price estimatea uit ai uiree millioiu, 

making; a total of forty-seven millions. 

(U (The followins summary recapitulation of Ihe value of property in GtoM 
JJrilain and Ireland, in Ihe year 1633, U extracted from "Table XVl. GciXKAfc 
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Capital in the hands of a national government forms a part of the 
national cajntaL 

We flbaU 8ee» Dy*and-by, how capital, Avhich is subject to a conti- 
and consumption in the process of production, is continu- 
aflv ie|daced by the very operation of production ; or rather, how its 
vaJnet when destroyed under one form, re-appears under another. 
Al present it is enough to have a disvinct conception, that, without it, 
iodastry could produce nothing. Capital must work, as it were, in 
cODoert with inoustry ; and this concurrence is what I call the pro- 
jmrfitm agency efcapiioL 

EsnaATB of the Prauc and Peitatb Property of Ehoiand and Wales, Soot- 
MjkMB ud InBLAMD, (1833)," from ** Psbrer on the Taxation, Dot, Capffal, 
dec of the whole BBrmR fixruo,*' a work of the highest authority, 
in Londflo, April, 1833. 

SCTMHAKT EBCAPTTULATION. 

AOoaaaATB valus or rsopsftTT in orkat larrAiN and oibland. 

PMdnetire Private Property, £2,905,000,000 

UapndnctiTe da 580,700,000 

3,575,700,000 
FMUie Fkoperty, 103^00,000 

Total, £3,679,500,000 

B|Btl to dolkii, 17,661,600,000 

AnaASD AMD Walm: 
Praduetive Private Property, .... £2,a'>4,600,000 
Uivrodoctive da .... 374,300,000 

2,429,900,000 

BBSVLAini: 

Pndaetiva Private Property, .... 318,300,000 

Unodoctive da .... 51,100,000 

:i69,400,000 

lasuum: 

Fradoetivo Private Property, .... 622,100,000 

UflSnidiKtive do. .... 116,400,000 

738500000 

Jkk da in Great Britain and Ireland, SS^OOoioOO 

PybUc Property in England and Wales, 42,000,000 

DoL in Scotland, - . - . 3,900,000 

DoL in Ireland, .... 11,900,000 

DoL in common to Great Britain ) 

ud Ireland, as the Navy, Military, and > 46,000,000 

Ordnuice Stores, dtc. .... ) 

r— 103,800,0 ^0 

Grand Total, £3,679,500,000 

S|nl to doUarv, - . . . . 17,061,600,000 

Amxeicar Enrntt. 

7 K 
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CHAPTER IV. 



Indefendemtly of the aid thot industry receives from capital, 
that is to say, from producls of her own previous creation, towards 
the creation of still further products, slie avails herself of the agency 
and powers of a variety of agents not of her own creation, but offered 
spontaneously by nature : and from the co-operation of these natural 
agents derives a portion of the utility she communicates to things. 

Thus, when a field is ploughed and sown, besides the science and 
tlie labour employed in tnis operation, besides the pre-created values 
brought into use, the values, for instance, of the plough, the harrow, 
lhe seed-corn, the food and clothing consumed by labourers during 
the process of production, there is a process peribrmcd by the soiT, 
the air, the rain, and the sun, whei-ein mankind bears no part, but 
which nevertheless concurs in the creation of the new product that 
will be acquired at the season of harvest. This process I call the 
productive agency of natural agents. 

The term natural agents is Iiere emjiloyed in a very extensive 
sense; comprising not merely inanimate bodies, whose agency ope- 
rates to the creation of value, but likewise the laws of the physical 
world, as gravitation, which makes the weight of a clock descend ; 
magnetism, which points tlie needle of the compass; the elasticity of 
steel; the gravity of the atmosphere; the property of heat to di^ 
charge itself by ignition, &c. &c. 

The productive faculty of capital is often so interwoven with that 
of natural agents, that it is difficult, or perhaps impossible, to assigih 
with accuracy, their respective shares in the business of production. 
A hot-house for the raising of exotic plants, a meadow fertilized by 
judicious irrigation, owe the greater part of iheir productive power* 
to works and erections, the eifect of antecedent production, whic^ 
form a part of tlie capital devoted lo the furtherance of actual snd 
present production. The same inay be said of land newly cleared 
and brought into cultivation; of farm-buildings ; of enclosures ; and 
of all other permanent ameliorations of a landed estate. Tbess 
values are items of capital, though it be no longer possible lo sever 
them from the soil they are allachcd to,* 

In the employment of machinery, which wonderfully augments 
the productive power of man, the product obtained is due partly lo 
the value of the capital vested in the machine, and partly to' the 

* It is for the propneCor of the land and of the capital resoeclivelj, wb«ai tlta 
ownerahip 19 in different persona, to aelllo between them respective vftloa 
and efficBcy of the agency orthcee two produclive agents, i e world at Uim 
may be content to comprehend, without taking the trouble of ucasuring, their 
respective ahares in the production of weaJth. 
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igency of natural powers. Suppose a tread-mill,* worked by ten 
WD, to be aied in place of a wind-mill, the product of the mill 
mght be considered as the fruit of the productive agency of a capi- 
Uicoiuisting of the value of the machine, and of the labour of ten 
DBD eoiployed in turning the wheel If the tread-mill be supplant- 
ed by sails, it b evident Uiat the wind, a natural agent, does the work 
often human beings. 

la this instance* the absence of the natural agent might be reme- 
diod, by tlra employment of another power ; but there are many 
eaiei, in which liie asency of nature could not possibly be dispensed 
with, and is yet equally positive and real ; for example, the vegeta- 
tive power of the soil, the vital principle which concurs in the pro- 
doction of the animals domesticated to our use. A flock of sheep 
lithe joint result of the owner's and shepherd's care, and the capital 
advanced in fodder, shelter, and shearing, and of the action or the 
omins and viscera with which nature has furnished these animals. 
^ ibm nature is commonly the fellow-labourer of man and his 
hntmments; a fellowship advantageous to him in proportion as he 
Moeeds in dispensing with his own personal agency, and that of 
hii capital, and ui throwing upon nature a larger part of the burthen 
oforoduction. 

oouth has taken infinite pains to explain, how it happens that 
eivlEnd communities enjoy so great an abundance of products, in 
C0D|iari8on with nations less polished, and in spite of the swarm of 
idlen and unproductive labourers that is to be met with in society. 
Be has traced the source of that abundance to the division of la- 
hear;f and it cannot be doubted, tliat the productive power of in- 
dugtiy is wonderfully enhanced by that division, as we shall here- 
after see by following his steps ; but this circumstance alone is not 
vifficient to explain a phenomenon, that will no longer surprise, if 
^consider the power of the natural agents that industry and civili- 
tttno set at work for our advantage. 

Smith admits that human intelligence, and the knowledge of the 
'•Wi of nature, enable mankind to turn the resources she offers to 
hedet account: but he coes on to attribute to the division of labour 
tldsvenr degree of intelligence and knowledge: and he is right to 
a certain degree ; for a man, by the exclusive pursuit of a single art 
w science, has ampler means of accclcratinc^ its projifress towards 
Perfection. But, when once the system of nature is discovered, the 
productwn resulting from the discovery, is no longer the product of 
^inventor's industry. The man who fir^l discovered the pro|)erty 
rf fire to soften metafs, was not the actual creator of the utility this 
process adds to smelted ore. That utility results from the physical 

*A wheel in the fbnn of a drum, turned by men walking infiido, (rotie a 

t^Uehisown words: Tt is the ^oat multiplication of the productions ot 
*11 tbe diflbreot artl^ in consequence of the divinion of labour, which occasions, 
je * weft>goyefned society, that imiversal opulence, which extends itself to tbo 
bveitiiBki of the people.** Wealth of Nation*^ b. i. c. 1. 
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action of fire, in concurrence, it is true, with the labour and capita] 
of those who employ tlie process. But are there no processes tha* 
mankindowes the knowledge of to pure accident T or that are so self- 
evident, as to have required no skill to discover? When a tree, a 
natural product, is felled, is society put into possession of no greater 
produce than that of the mere labour of the woodman? 

From this error Smith has drawn the false conclusion, that all 
values produced represent pre-exerled human labour or industry, 
either recent or remote ; or, in other words, that wealth is nothing 
more than labour accumulated ; from which position he infers a se- 
cond consequence e([ually erroneous, vix. that labour is the sole 
measure of wealth, or of value produced. 

This system is obviously in direct opposition to that of the 
economists of the eighteenth century, who, on the contrary, msis- 
tained that labour produces no value \vithout consuming an equiva- 
lent; that, consequently, it leaves no surplus, no net produce; and tliat 
nothing but the earth produces gratuitous value, — therefore nothing 
else can yield net produce. Each of these positions has been re- 
duced to system ; I only cile them to warn the student of the dan- 
gerous consequences oi' an error in llie outsel,* and to bring tho 
science back to the simple observation of facts. Now facts demon- 
strate, that values produced are referable lo the agency and concur- 
rence of industry, of capital,! and of natural agents, whereof the 
chief, though by no means the only one, is land capable of cultiva- 
tion ; and that no other but these three sources can produce value, or 
add to human wealth. 

♦Amonjjst other dang'erous consequences of the syBtera of the economials, is 
the notable one of subGlitiilinfr a land-Caji in lieu of all other taxation ; in tbe 
certainty, that thia tar would aiTect all produced value whatever. Upon a con- 
trary principle, and in pursuance of tho maxims laid down bjr Smith, the net 
produce of land and of capital ought to be exempted from taxation alto^ther, JT 
with him wo take for granted, that they produce notliin^ spontaneously ; but tliil 
would be as unjust on the opposite side. 

f Although Smith luis admitted llic productive power of land, he haa disre- 
garded the completely nnalogDus power of capital. A machine, an oil-mill for 
example, which emplova a capital of 400(1 dollars, and gives an annual net return 
of 200 doltars, alter paying all expenses, gives a product quite as Eubslantial as that 
of a real estate, that cost 4IXK) dollars, and brings an annual rent or net prodtiee 
or200 dollars, all charges deilucted. Smith maintains, that a mill which hu OMt 
4000 dollars, represents labour lo that amount, bestowed at sundry times upon the 
diHereiit parts of its fabric; therelbre, that the net produce of the mill is the net pro- 
iluceofthatprecedent labour. But heismistahcn: granting for argument saie, the 
Mihie of the mill itself to be the value of this previous labour ; yet the v*lue daUjr 
produced by the mill is a new value allijgether; just the same as the rent of ■ 
'anded estate is a totally dlBsrent value from the value of the estate itself^ and 
inay be consumed, without at oil afleclini; the value of the er'~-e. If capital 
contained in itself no productive liiculty, independent of that of lui,- labour whicb 
crekfcd it, how is it possible, that capital could furnish a revenue in perpetutlj, 
independent of the pmfit of the industry that employed itl The labour that 
created Ihe capital would receive wages ofler it ceased to operate — would IwTa 

linable value; which is absurd. It will be seen by-and-by, that than 

18 hove not been mere matter of specuktion. 
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Of utural agentSy some arc susceptible of appropriation, that is 
to ay of becoming the property of an occupant, as a field, a cur- 
nnt of water; others can not be appropriated, but remain liable to 
pUe use, as the wind, the sea, free navigable streams, the physical 
or chemical action of bodies one upon another, &c. &c. 

We shall by-and-by have an opportunity of convincing ourselves, 
tfait thb altemativey of productive agents being or not being suscep- 
tibbof ippropriation, is nighly favourable to the projpress of wealtn. 
Nttoral ii^ntSy like land, which are susceptible of appropriation, 
WQidd not produce nearly so much, were not the proprietors certain 
of exclusively gathering their produce, and able to vest in them, 
with full confidence, the capital which so much enlarges their pro- 
doctiTeiiess. On the other hand, the indefinite latitude allowed to 
indmtry to occupy at will the unappropriated natural agents, opens 
t boundless prospect to the extension of her agency and production. 
It is not nature, but ignorance and bad government, that limit the 
productive powers of mdustry. 

Such of the natural agents as are susceptible of appropriation, 
fivm in item of productive means ; for they do not yield their con- 
currence without equivalent ; which equivalent, as we shall see in the 
Foper place, forms an item of the revenues of the appropriators. 
At present we must be content to investigate the productive opera- 
tion of natural agents of every description, whether already known, 
whereafter to be discovered. 



CHAPTER V. 

OV TBB MODE IN WHICH INDUSTRY. CAPFFAL. AND NATURAL AGENTS 

UNITE IN PRODUCTION. 

We have seen how industry, capital, and natural agents concur in 
each in its respective department; and we have likewise 
that these three sources arc indispensable to the creation of 
products. It is not, however, absolutely necessary that they should 
all belooff to the same individual. 

An industrious person may lend his industry to another possessed 
of capital and land only. 

The landholder may lend his estate to a person possessing capita! 
and industry only. 

Whether the thing lent be industry, capital, or land, inasmuch as 
aD tluoe concur in the creation of value, their use also bears valuo. 
and is commonly paid for. 

The price paid for the loan of industry is called wages. 

The price paid for the loan of capital is called interest. 

And that p«ud for tlie loan of land is called rent 
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The ownership of land, capital, and Industry is sometimes uoitec 
in the same hands. A man who cultivates his own garden at bit 
own expense, is at once the possessor of land, capita), and industry 
and exclusively enjoys the profits of proprietor, capitalist, anc 
labourer. 

The knife-grinder's craft requires no occupancy of land ; he car 
ries his stock in trade upon his shoulders, and his skill and industr} 
at his lingers' ends ; being at the same ticnc adventurer, (a) capitalist 
and labourer. 

It is seldom that we meet with advenlurers in industry so poor 
as not to own at least a share of the capital embarked in their con 
cern. Even the common labourer generally advances some portion 
tliQ bricklayer comes with his trowel in his hand ; the journeymai 
tailor is provided with his thimble and needles ; all are clothed bettei 
or worse; and though it be true, that Uicir clothing must bo found 
out of their wages, still they find it themselves in advance. 

Where the land is not exclusive property, as is the case witfc 
some stone-quarries, with public rivers and seas to which industry 
resorts for fish, pearls, coral, &c., products may be obtained by 
industry and capital only. 

Industry and capital arc likewise competent to produce by them- 
selves, when that industry is employed upon products of foreign 
growth, procurable by capital only; as in the European manufac- 
ture of cotton and many other articles. So that every class of 
manufacture is competent to raise products, provided there be in- 
dustry and capital exerted. The presence of land is not absolutely 
necessary, unless perhaps the area whereon the work is done, and 
which is commonly rented, may be thought to come under thi; 
description, as in extreme strictness it certainly must. However, 
if the ground where the business of industry is carried on, be 
reckoned as land used, it must at least be admitted, that, with aid of 
a large capital, an immense manufacturing concern may be conducted 
upon a very trifling spot of ground. Whence this conclusion may be 
drawn, that national industry is limited, not by territorial extent, 
but by extent of capital. 

A stocking manufacturer with a capital say of 4000 dollars, may 
keep in constant work ten stocking frames. If he manages to double 
his capital he can employ twenty ; that is to say, he may buy ten more 
frames, pay double ground-rent, purchase double Ihe quantity of 
silk or cotton to be wrought into stockings, and make the requisite 
advances to double the number (if workmen. &c. &c. 

Bui that portion of agriculliiral industry, devoted to the tillage of 

(a) The tenn entrfpreneiir is difficult to render In English ; 'he correBpondinj 
word, iindfTlakFT, beini; alrBody appropriKled to b. limits s nse. It ngnifiei 
the mofiter-manuftcturcr in mumfacture, the &niier in Bgricukiiro, and the ntw* 
cbtuit in commerce ; and generally in all three branches, the person who takei 
upon himself the immediate responsibilily, risk, luiil conduct or a conceraof 
industr;, whether upon his own or a borrowed capital. For want d* b better 
word, it will be rendered into English b; the term adoenlurer. T. 
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hndv is, in the course of nature, limited by extent of surface. Neither 
iadrriduab nor communities can extend or fertilize their tcrritor}*, 
bejfond what the nature of things permits ; but thev have unlimited 
pcmer of enlarging their capital, and consequently, of setting at 
nark a hrser oody of industry, and thus of multiplying their pro- 
ducts; in oUier words, their wealth. 

There have been instances of people, like the Genevese, who with 
alenitorv that has not produced the twentieth part of the necessa- 
riaof life, have yet contrived to live in affluence. The natives of 
tile barren glens of Jura are in easy circumstances because many 
Diedianical arts are there practised. In the idth century, the world 
beheld the republic of Venice, ere it held a foot of land in Italy, 
deriTe wealth enough from its commerce to possess itself of Dalma- 
lia, together with most of the Greek isles, and even the capital of 
the Greek empire. The extent and fertility of a nation's territory 
depend a good deal upon its fortunate position. Whereas the power 
of iti industry and capital depends upon its own good management ; 
tv it ie always competent to improve the one and augment the 
other. 

Nations deficient in capital, labour under great disadvantage in the 
nle of their produce; being unable to scH at long credit, or to 

Cot time or accommodation to their home or foreign customers. If 
deficiency be very great indeed, they may be unable even to 
nnke the advance of the raw material and their own industry. Tliis 
^ocoonts for the necessity, in the Indian and Russian trade, of re- 
nittiog the purchase-money six months or sometimes a year in 
•Jvance, before the time when an order for goods can be executed. 
These nations must be highly favoured in other respects, or they 
D^r could make considerable sales in the face of such a disad- 
nntage. 

Raving informed ourselves of the method in wliich the three 
peat agents of production, industry, capital and natural agents, con- 
corin die creation of products, that is to say, of things applicable 
to die uses of mankind, let us proceed to analyze more minutely the 
Pliticular operation of each. The inquiry is important, inasmuch 
■1 it leads imperceptibly to the knowledge of what is more and what 
■leu favourable to production, the true source of individual affluence, 
■■ 1HI as national power. 

-/■ 
/ 



CHAPTER VI. 

or OrCRATIONS ALIKB COMMON TO ALL BRAN'CUES OF INDUSTRY. 

If we examine closely the workin;;s of human industry, it will be 
ibinidv that, to whatever object it be applied, it consists of three dis- 
tinct operations. 
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The first step towards the attainment of any specific product, is 
the study of the laws and course of nature regarding that product. 
A lock could never have been constructed without a previous know- 
ledge of the properties of iron, ihe metliod of extracting from the 
mine and refining the ore, as well as of mollifying and fashioning 
the metal. 

The next step is the application of this knowledge to an useful pur- 
pose; for instance, the conclusion, or conviction, that a particular 
form, communicated to the metal, will furnish the means of closing a 
door to all the wards, except to the possessor of the key. 

The last step is the execution of the manual labour, suggested and 
pointed out by the two former operations; as, for instance, the 
forging, fihng, and putting together of the different component parts 
of the lock. 

These three operations are seldom performed by one and the same 
person. It commonly happens, that one man studies the laws and 
conduct of nature ; that is to say, the philosopher, or man of science, 
of whose knowledge another avails himself to create useful products, 
being either agriculturist, manufacturer, or trader; while the third 
supplies the executive exertion, under the direction of the former 
two ; which third person is the operative workman or labourer. 

All products whatever will be found, on analysis, to derive exist- 
ence from these three operations. 

Take the example of a sack of wheat, or a pipe of wine. The first 
stage towards tlie attainment of either of these products was, the 
discovery by the natural philosopher or geologist, (a) of the con- 
duct and course of nature in the production of the grain or the grape ; 
the proper season and soil for sowing or planting ; and the care requi- 
site to bring the herb or plant to maturity. The tenant, if not the 
proprietor himself, must afterward have applied this knowledge to 
(lis own particular object, brought together Ihe means rcfiuisite to 
the creation of an useful product, and removed the obstacles in the 
way of its creation. Finally, the labourer must have turned up the 
soil, sown tiie seed, or pruned and bound up the vine. These three 
distinct operations were indispensable to the complete production of 
the product, corn or wine. 

Or take the example of a product of external commerce; such as 
indigo. The science of the geographer, the traveller, the astro- 
nomer, brings us acquainted with the spot where it is to be met with, 
and the means of crossing the seas to get at it. The merchant equips 
his vessels, and sends them in quest of Ihe commodity; and the 
mariner and land-carrier perform the mechanical part of this pro- 
duction. 

But, loooking at the substance, indigo, as a mere primary material 
of a further or secondary product, of blue cloth for instance ; we all 

(o) Aeronome : I Bin not Bware of Bny corrcapoi (i >nn, denotim 

the Btudent in th&t bntnch of geology conversant viiu. es of the «u- 

tiicn of the earth; in other words, the scientific agriciiiLu T 
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know that the chemist is first applied to for information, as to the 

nture of the substance, the method of dissolving it, and mordants 

lequsite for fixing the colour; the means of perfecting the process 

of dyemg are then collected by the master manufacturer, under 

^rhoie orders the labourer executes the manual part of the process. 

Industry is* in all cases, divisible into theory, application, and 

eucntion. Nor can it approximate to perfection in any nation, till 

thit nation excel in all three branches. A people, that is deficient 

in one or other of them cannot acquire products, which are and 

mart be the result of all three. And thus \vc may learn to apprcci- 

•IB the vast utility of many sciences, which, at first sight, appear to 

be the objects of mere curiosity and speculation.* 

The negroes of the coast of Africa are possessed of considerable 
iiigenuity, and excel in all athletic exercises and handicraft occupa- 
tioiu; but they seem greatly deficient in the two previous operations 
of industry, wherefore, they are under the necessity of purchasing 
from Europe the stuffs, arms, and ornaments, they stand in need of. 
Their country yields so few products, notwithstanding its natural 
ftrtilit^, that the slave traders are obliged to lay in their stock of 
pnriaons beforehand, to feed the slaves during the voyagcf 

In qualities favourable to industry, the moderns have greatly sur- 
Fttnd the ancients, and the Europeans outstrip all the other nations 
pf die ^be. The meanest inhabitant of an European town enjoys 
Qnuierable comforts unattainable to the sovereign of a savage tribe. 
The angle article, glass, that admits light into his apartment, and, at 
^ ame time, excludes the inclemency of the weather, is the beauti- 
W result of observation and science, accumulated and perfected 
wring a long course of ages. To obtain this luxury, it was neces- 
«»y previously to know what kind of sand was convertible into a 
Instance possessing extension, solidity, and transparency; as well as 
y the compound of what ingredients, and by what degree of heat, 
'v substance was obtainable: to ascertain, besides, the best form of 
ftnacc. The very wood-work, thjit supports the roof of a glass-house, 
'^Bquires, in its construction, the most extensive knowledge of the 
*reiigth of timber, and the means of employing it to advantage. 
Nor was the mere knowledge of these matters sufficient; for that 
bowledge might possibly have lain dormant in the memory of one 
W two persons, or in the pages of literature. It was further requi- 



tbe direct impulse, ^ivcn by science to pro^rreraive industry, and 
*udi indeed is indispensable to its succct^, it ailbrds an indirect assistance, by 
^ gndoal removal of prejudice ; and by teaching mankind to rely more upon 
fwoVB exertions, than on the aid of superhuman power. I^orance is t)ie 
^sepmUe concomitant of practical habits, of that slavery of custom which stands 
^ toe wmj of all improvement; it is ignorance that imputes to a supernatural 
^MMthe nvaffea of an epidemical disease, which might perhaps be racily pre- 
^9M or eradicated, and makes mankind recur to superstitious observances, 
*te preeuition, or tlie application of the remetly, is all that is wanted. Sci- 
*BR^ like fiictfl, are linked together by a chain of general connexion, and } ield 
^aaother matnal support and corroboration. 

f Bee {Emwu ie Poivre^ p. 77, 78. 

L 
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site, tlial a manufaclurer should have been found, rjossessed of the 
means of reducing the knowledce into practice; wno should have 
at first made himself master oi all thnt was known of that par- 
ticular branch of industry, and afterwards have accumulated, or 
procured the requisite capital, collected artificers and labourers, and 
assigned to each hia respective occupation- 

Finally, the work must have been completed by the manual skiR 
of the workmen employed; some in constructing the buiWings and 
furnaces, some in keeping up the fire, mixing up the ingredients, 
blowing, cutting, rolling out, filling and fixing the pane of glass- 
The utility and beauty of (he resulting product, are inconceivable to 
those who have never beheld this admirable creation of human in- 
dustry. By means of industry, the vilest materials have been in- 
vested with the highest degree of utility. The verj- racs and refuse 
of wearing apparel have been transformed into the while and thin 
siieels, that convey from one end of the globe to the otlier, the re- 

3uisitionH of commerce and llie parliculars of art; that serve as the 
epositories of the conceptions of genius, and the vehicles of human 
cxjicriencc from one age to another ; to them we look for the evi- 
dence of our properties; to thom we entrust the most noble and 
amiable sentiments of the heart, and by them we awaken corre- 
sponding feelings in the breasts of our fellow-creatures. The extra- 
ordinary facilities for the communication of human intelligence which 
paper alfords, entitles it lo be considered as one of the products thai 
liavc been most edicacioiis in ameliorating ihe condition of mankind. 
Fortunate, indeed, would it have been, had an engine so powerful 
never have been made the vehicle of falseiiood, or tiic instrument 
of tyranny! 

It is worth while to remark, that the knowledge of the man of 
science, indispensable as it is to the development of industry, circu 
laics with ease and rapidity from one nation to all the rest. And 
men of science have themselves an interest in its diffusion ; for upon 
that diffusion they rest iheir hopes of fortune, and, what is more 
prized by them, of reputation loo. For this reason, a nation, id 
which science is but little cultivated, may nevertheless carry its in* 
duslry lo a very great lenglh, by taking advantage of the infoimation 
derivable from abroad. But there is no way of dispensing with the 
other two operations of industry, the art of applying the knowledge 
of man to the supply of his wants, and the skill of execution. Tbeae 
qualities are of advantage to none but their possessors ; so that a 
country well slocked with intelligent merchants, manufacturerg, and 
Jigricuiturisls has more powerful means of attaining prosperity, than 
fine devoted chiefly to the pursuit of the arts and sciences. At tbs 
jieriod nf the revival of literature in Italy, Bolpgna was the seal of 
science; hut wealth was centred in Florence, Genoa, and Venice. 

In our days, the enormous wealth of Britain is less cwing lo her 
own advances in scientific acqiiiremenls, high 'anks in that 

rtcpartmenl. than lo the wonderful practical ii oi i ■ adventurers 
m the useful application of knowledge, ana i iu| iorily of her 
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HQifanen in rapid and masterly execution. The national pride, tliat 
iha English are often charged with, docs not prevent their accom- 
ariaring themselves with wonderful facility to tlie tastes of their 
cmUNners and the consumers uf tlicir produce. They supply with 
liiU both tlie north and the south, because they have learnt to make 
ihem light for the one market, and warm and tliick for the other. 
Wlnreas the nation that makes but of one pattern, must be content 
irith the home market only. 

The English labourer seconds the master manufacturer; he is 
oommonly patient and laborious, and does not willingly send out an 
nticb from his hands, without giving it tlie utmost possible preci- 
■onaod perfection; not that he bestows more time upon it, but that 
he gives it more of his care, attention and diligence, than the work- 
men of most other nations. 

There is no people, however, that need despair of acquiring the 
<|Da]itie8 requisite to the perfection of their industry* It is but 150 
vein since England herself had made so little progress, that she pur- 
dmed nearly all her woollens from Belgium ; and it is not more than 
SO years since Germany supplied with cotton goods the very nation^ 
Alt now manufactures them for tlie whole world.* 

I have said that the cultivator, the manufacturer, the trader, make 
^ their business to turn to profit the knowledge already acquired, 
Ud apply it to the satisfaction of human wants. I ought further to 
add, tut they have need of knowledge of another kind, which can 
<MBly be gained in tlie practical pursuit of their respective occupa- 
W)oif and may l)e called their technical skill. The most scientific 
latiiralist, with all his superior information, would probably succeed 
fnoch worse than his tenant, in the attempt to improve his own land. 
A first-rate mechanist would most likely spin very indiircrcntly 
without having served his apprenticeship, though admirably skilled 
01 the construction of the cotton-macluncr\'. In the arts there is a 
certain sort of perfection, that results only from repeated trials, 
atMnetimes successful and sometimes the contrary. So that science 
■looe is not sufficient to ensure the pro^rress, without the aid of ex- 
periment, which is always attended with moi*e or less of risk, and 
does not always indemnify the adventurer, whose profit, even when 
locoessfult is moderated by competition ; ahhough society at large 
raceives the accession of a new product, or, what amounts to the 
aune thing* of an abatement in the price of an old one. 

In agriculture, experiments usually cost the rent of the soil for a 
year or more, over and above the fabour and the capital engaged 
in them. 

*The eotfcon mannfacturc did not ex\<^ in Rnq^land in the 17th century. In 
ITQSi we KO by the returns of the En^rlii^h customs, timt tlic raw cnttdn inanii- 
fc ctweJ io that country then anvmntod to no morothan l,17<KSS0prninds wcifrht 
In 1785, the quantity importni wns ftJOG.rXM) Ihs. ; hut in 1790 it had m)t up to 
29||941,0U0 lbs., and in 1817 to n« much as VM,mU)Oi) Ihn., for tiio Kn^rlisM 
■urkel and for re-exportation. The quantity of cotton imported in 18.31 intti 
tha United KiafdoiiM, was 288,706.4a3 lbs. 
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In manufanture, experiment is hazarded on safer grounds of cal- 
cutation, capital engaged for a much shorler period, and if succeu 
onsuc, tlio adventurer rewarded by a longer period of exclusive ad- 
vantage, because liis process is less open to observation. In some 
places, too, the exclusive advantage is protected by patents of inven- 
tion. For all which reasons, the progress of manufacturing is gen^ 
rally more rapid and more diversified than that of agricujtunil 
industry. » 

In commercial industry, the risk of experiment would be greater 
than in the other two branches, if the costs of tlie adventure nad no 
auxiliary and concurrent object. But it is usually in the course of a 
regular trade, that a mercliant hazards the introduction of a virgin 
commodity of foreign growth into an untried market. In this man- 
ner it was tliat the Dutch, about the middle of the seventeenth cen- 
tury, while prosecuting their commerce with China, with no very 
sanguine expectation, made experiment of a small assortment of drial 
leaves, from which the Chinese were in the habit of preparing their fa- 
vourite beverage. Thus commenced the tea-trade, which now occa- 
sions the annual transport of more than 45 millions of pounds weight, 
that are soid in Europe for a sum of more than 80,000,000 of dollars.* 

In some cases of very rare occurrence, boldness is nearly certain 
of success. When the Europeans had recently discovered the pas- 
sage round the Cape of Good Hope and the continent of America, 
their world was suddenly expanded to the East and West ; and such 
was the infinity of new objects of desire in two hemispheres, whereof 
one was not at all, and the other but very imperfectly known before, 
liiat an adventurer had only to make the voyage, and was sure of 
selling his returns to great advantage. 

In all but such extraordinary cases it is perhaps prudent to defray 
the charges of experiments in industry, not out of the capital en- 
gaged in the regular and approved channels of production, but out 
of the revenue that individuals have to dispose of at pleasure, with- 
out fear of impairing their fortune. The whims and caprices that 
divert to an useful end the leisure and revenue which most meo 
devote to mere amusement, or perhaps to something worse, cannot 
be too highly encouraged. I can conceive no more noble empiojr- 
ment of wealth and talent. A rich and philanthropic individnal 
may, in this way, be the means of conferring upon the industriow 
classes, and upon the consumers at large, in other words, upon tbs 
mass of mankind, a benefit far beyond the mere value of what he ac- 
tually disburses, pcriiaps beyond the whole amount of his fortune^ 
however princely it may be. Who will attempt to calculate the value 
conferred on mankind by the unkno\vn inventor of the plough?! 

A government, that knows and practises its duti'-" and has lar 
resources at its disposal, does not abandon to indivmuals the whol 
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Sr and merit of iuvcntion and discovery in the field of industr}'. 
diarges of experiment, when defrayed by the government, are 
Mt Mbtracted from the national capital, but from the national 
refenoe ; for taxation never does, or, at least, never ought to touch 
aa^ thing beyond the revenue of individuals. Ttie portion of them 
m^fmA IS scarcely felt at all, because the burthen is divided among 
ioDunerahle contributors ; and, the advantages resulting from suc- 
CM bong a common benefit to all, it is by no means inequitable 
dttt the sacrifices, by which they are obtained, should fall on the 
eosMmity at large. 



CHAPTER va 

or THE LABOra OP If AUnCIND, OP NATUBE. AND OF MACHINERY 

RiSSPBCTIVELY. 

Br the term labour I shall designate that continuous action, exert- 
d to perform any one of tlic operations of industry* or a part only 
tfone of those operations. 

Labour, upon whichever of those operations it be bestowed, is 
pnNbctive, because it concurs in the creation of a product. Thus 
'ko hbour of the philosopher, whether experimental or literary, is 
]>txbctive ; the labour of the adventurer or master-manufacturer is 
prodoctive, although he perform no actual manual work ; the labour 
rfcwy operative workman is productive, from the common day- 
UNxner in agriculture, to the pilot that governs the motion of a ship. 
Libour of an unproductive kind, that is to say, such as docs not 
ttntribate to the raising of the products of some branch of industry 
ff other« is seldom undertaken voluntarily; for labour, under the 
MoitioD above given, implies trouble, and trouble so I)estowed 
cwdd yield no compensation or resulting benefit: wherefore, it 
^fOfii be mere folly or waste in the person Iwstowing it. When 
^nwAle is directed to the stripping another person of the goods in 
oil possession by means of fraud or violence, what was before mere 
Qtnvagance and folly, degenerates to absolute criminality; and 

;^ there results no production, but only a forcible transfer of wealth 
fan one individual to another. 

' Maiif as we have already seen, obliges natural agents, and even 

i Ihn those which derive liutro from the deplorable exploits of militiry proweRS. 

i AaoRf these will be preserved the names of O/irtrr de Nrrreit, the rather of 

I fna£ sgricultare; the first who established an experimental farm; ofDuhanipl, 

fiMMirheM^ to whom France is indebted fur many ve£[ctablos now naturalized 

ii her soil uid climate : of La vomer, who^c new system of chcmii<try has ell'cct- 

fli a still more important revolution in tlic arts ; and of the numerous scientific 

UttaHen of modem times : for travels, with an useful object, may be regarded 

Msdfantares in the field of industry. 

8 
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the products of his own previous industry, to work in concert with 
him in the business of production. There will, therefore, be ro 
difficulty in comprehending the terms lubour or productive service 
of nature, and labour or vroduclive service of capital. 

The labour performed by natural agents, and that executed by 
pre-existent products, to which we have given the name of capital. 
are closely analogous, and are perpetually confounded one with the 
other : for the tools and machines which form a principal item of 
capital, are eommonly but expedients more or less ingenious, foi 
turning natural powers to account. The steam engine is but a com- 
plicated method of taking advantage of the alternation of the elas- 
ticity of water reduced to vapour, and of the weight of the atmo- 
sphere. So that, in point of fact, a steam engine employs morepro- 
ductive agency, than the agency of the capital embarked in it: for 
that machine is an expedient for forcing into the service of man a 
variety of natural agents, whose gratuitous aid may perhaps infinitely 
exceed in value the interest of the capital invested in the machine. 

It is in this light that all machinery must be regarded, from the 
simplest to the most comphcated instrument, from a common file to 
the most expensive and complex apparatus. Tools are bat simple 
machines, and machines but connplicatcd tools, whereby we enlarge 
the limited powers of our hands and fingers ; and both are.in many 
respects, mere means of obtaining the co-operation of natural agents.* 
Their obvious effect is to make less labour requisite for the raising 
the same quantity of produce, or, what comes exactly to the same 
tiling, to obtain a larger produce from the same quantity of human 
labour. — And this is the grand object and the acme of industry. 

Whenever a new machine, or a new and more expeditious process 
is substituted in the place of human labour previously in activity, 
part of the industrious human an^nts, whose service is thus ingeni- 
ously dis}iensed with, must needs oe thrown out of employ. Whence 
many objections have been raised against ihe use of machinery, 
which has been often obstructed by popular violence, and sometimes 
by the act of authority itself. 

To give any chance of wise conduct in such cases, it is necessary 
beforehand to acquire a clear notion of the economical effect result- 
ing from the introduction of machinery. 

A new machine supplants a portion of human labour, but does 
not diminish Ihe amount of the product ; if it did, it would be absurd 
to adopt i(. When water-carriers are relieved in the supply of a city 
by any kind of hydraulic engine, the inhabitants arc equally well 
supplied with water. The revenue of the district is at least as 
great, but it lakes a different direction. That of the water-carriers 
is reduced, while thai of the mechanists and capitalists, ivho furnish 

* Generalization may at pleasure be carried itill tlirlher; a ed estate may 
be considered as & vant mncliine for the production of {Train, wi is reliUed ami 
cept in repair by cultivation: or a flock of sheep as a lui Ihc raising of 

mutton or wool. 
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ihm fimds, is iBcreaaed. But, if the superior abundance of the pro- 
duel aod the inferior char|;es of its production, lower its exchnnge- 
mblo Tmbtti ihe revenue of the consumers is benefited; for to them 
evOTT saving of expenditure is so much gain. 

This new direction of revenue, however advantageous to the com- 
munity at large, as we shall presently see, is always attended witli 
flome painful circumstances. For the distress of a capitalist, when 
hia funds are uaprofitably engaged or in a state of inactivity, is 
mnOung fo that <M an industrious population deprived of the means 
of subsMtfinoe^ 

Inasmuch as machinery produces that evil, it is clearly objcction- 
alile. But there are circumstances that commonly accompany its 
introduction, and wonderfully reduce the mischiefs, while at the 
same time they jg;ive full play to the benefits of the innovation. For, 

1. New machines are slowly constructed, and still more slowly 
brought into use ; so as to give time for those who are interested, to 
take their measures, and for the public administration to provide a 
remedy.* 

2. Machines cannot be constructed without considerable labour, 
which gives occupation to the hands they throw out of employ. For 
jitanrr, the supply of a city with water by conduits gives increased 
occupation to carpenters, masons, smiths, paviours, &c. in the con- 
■Cmciioa of the works, the laying down the main and branch pipes, 

S. The condition of consumers at large, and consequently, 
amongst them, of the class of labourers affected by the innovation, 
is improved by the reduced value of tlic product that class was 
occupied upon. 

Bcndes, it would be vain to attempt to avoid (he transient evil, 
consequential upon the invention of a new machine, bv prohibiting 
its employment If beneficial, it is or will be introciuced some- 
where or other; its products will be cheaper than those of labour 
conducted on the old principle ; and sooner or later that clieapncss 
wiD run awav with tlie consumption and demand. Had the cotton 
spinners on tne old principle, who destroyed the spinning-jennies on 
war introduction into Normandy, in 1789, succccacd in tlicir object, 
France must have abandoned the cotton manufacture ; every body 
wonid have bought the foreign article, or used some substitute ; and 
tile spinners of Normandy, who, in the end, most of them, found 
employment in the new establishments, would have been yet worse 
off for employment 

* Withoat hMwing recourse to local or temporary restrictions on the use of new 
iwth od i or machinery, which are invasions of the property of the inventors or 
Urieatatiy a benevolent administration can make provision for the employment 
of snppiaiitad or inactive labour in the construction of works of public utility at 
the pmUc ezpenae, as of canalsi roads, churches, or tlie like ; in extended cnlo- 
' ■tiaa ; ia the tranafcr of population from one spot to another. Employment 
the man readily Ibund for the hands thrown out of work by machinery, 
thej are commonly already inured to labour. 
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So much for the immediate effect of the introduction of machinery. 
The uhimate effect is wholly in its favour. 

Indeed if by its means man malics a conquest of nature, and com- 
pels the powers of nature and the properties of natural agents to 
work for nis use and advantage, the gain is too obvious to need illus- 
tratioa There must always be an increase of product, or a dimi- 
nution in the cost of production. If the sale-price of a product do 
not fall, the acquisiiion redounds to the profit of the producer ; and 
that without any loss to the consumer. If it do fall, the consumer is 
benefited to llie whole amount of the fall, without any loss to the 
producer. 

The multiplication of a product commonly reduces its pricBf that 
reduction extends its consumption; and so its production, though 
become more rapid, nevertheless gives employment to more hands 
than before. It is beyond question, that the manufacture of cot- 
ton now occupies more hands in England, France, and Germany, 
than it did before the introduction of me machinery that has abridge 
cd and perfected this branch uf manufacture in so remarkable a 
degree. 

Another striking example of a similar effect is presented by the 
machine used to multiply with rapidity the copies of a literary per- 
formance, — I mean the printing press. 

Setting aside all consideration of the prodigious impulse given by 
the art of printing to the progress of human knowledge and civiliza- 
tion, I will speak of it merely as a manufacture, and m an economi 
cai point of view. When priming was first brought into use, a 
multitude of copyists were of course immediately deprived of occu- 
pation ; for it may be fairly reckoned, that one iourncyman printer 
does the business of two hundred copyists. We may, therefore, 
conclude, that 199 out of 200 were thrown out of work. What 
followed ? Why, in a little time, the greater facility of reading 
printed than written books, the low price to which books fell, the 
stimulus this invention gave to authorship, whether devoted to 
amusement or instruction, the combination, in short, of all these 
causes, operated so effectually as to set at work, in a very little time, 
mora journeymen printers than there were formerly copyists. And 
if we could now calculate with precision, besides the number of 
journeymen printers, the total number of other industrious pteoplo 
that the press finds occupation for, wliether as type-founders and 
moulders, paper-makers, carriers, compositors, hookbinders, book- 
Kellers, and iIic like, we should probably find, that the number of 
persons occupied in the manufacture of books is now 100 times what 
It was before the art of printing was invented. 

It may be allowable to add, that viewing human '"''our and ma- 
chini3ry in the aggregate, in the supposition of the t e case, viz. 
that machinery should bo brought to supersede hui lalxiur allo- 
gctfier, yet the numbers of mankind would not be tnm sd ; for the 
num total of products would be the same, and there i d probablr 
l>e less suffering to the poorer and labouring classes to apprebenct- 
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•d ; for in that case the momentary fluctuationsy that distress the 
difbnsnt branches of industry, would principally aiiect machinery, 
wluchy and not human labour, would be paralyzed ; and machinery 
cannot die of hunger ; it can only cease to yield profit to its employ- 
erSft who are generally farther removed from want than mere 
laboarer& 

But however great may be the advantages, which the adventur- 
ers in industry, and even the operative classes, may ultimately 
derive from the employment of improved machinery, tlie great ^n 
accrues to the consumers, which is always the most important class, 
because it is the most numerous; because it comprehends evei^ 
description of producers whatever; and because the welfare of this 
class, wherein all others are comprised, constitutes the general well- 
being and prosperity of a nation.* I repeat, that it is the consumers 
who draw the greatest benefit from machinery; for though the 
inventor may indeed for some years enjoy the exclusive advantage 
of his invention, which it is highly just and proper he should, vet 
tbere is no instance of a secret remaining long undivulged. Nothmg 
can loog escape publicity, least of all wTiat people have a personal 
interest in discovering, especially if the secret be necessarily con- 
fided to the discretion of a number of persons employed in construct- 
ing or in working the machine. The product is tlienceforward cheap- 
ened by competition to the full extent of the saving in the cost of 
pffodoction; and thenceforward begins the full advantage to the con- 
sumer.^ — ^The grinding of corn is probably not more profitable to the 
miOer now than formerly; but it costs infinitely less to the con- 



Nor is cheapness the sole benefit that the consumer reaps from the 
introduction of more expeditious processes: he fjcncrally gains in 
addition the greater perfection of the product. Painters could un- 
doubtedly execute with the f)rush or pencil the designs that ornament 
our printed calicoes and furniture papers, but the copi)erpIates and 
rollers employed for that pur{>ose give a regularity ot pattern, ana 
uniformity of colour, which the most skilful artist could never equal. 

The close pursuit of this inquiry through all the arts of industry 
would show, that the advantage of mac^hinery is not limited to the 
bare substitution of it for human labour, but tliat, in fact, it gives a 

BBtive new product, inasmuch as it gives a degree of perfection 
ore unknown. The flatting-mill and the die execute products, 
that the utmost skill and attention of the human hand could never 
aoconiplish. 

In fine, machinery docs still more; it multiplies products with 
which it has no immediate connexion. Without taking the trouble 
to reflect, one perhaps would scarcely imagine that the plough, the 
harrow, and other similar machines, whose origin is lost in the night 

*Pkrsdoxical u it may appear, it is nevertheless true, that the labourinsr t^lasa 
ii of all othen the moat interested in promutin^ the economy of human labour ; 
ftr lliBt ii the clan which benefitB the most by the ^ncral cheapness, ami suf 
Dost ftam the aeneral deamcfls of commodities. 
8* M 
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of ages, have powerfully contrlbuled lo procure for manliint!, besides 
the absolute necessaries of life, a vast number of the sujicrfiuities 
they now enjoy, whereof they would otherwise never have had any 
conception. Yet, if the diflerenE dressings the soil requires could 
be no otherwise given, than by the spade, the hoe, and other such 
simple and tardy expedients, if we were unable to make available in 
agricultural production those domestic animals, that, in the eye of 
polilical economy, are but a kind of machines, it is most likely that 
the whole mass of human labour, now applicable to the arts of indus- 
try, would be occupied in raising the bare necessary subsistence of 
the actual population. Thus, the plough has been instrumental in 
releasing a number of hands for the prosecution of the arts, even of 
the most frivolous kind; and what is of more importance, for the 
cultivation of the intellectual faculties. 

The ancients were unacquainted with water or wind-mills. In 
their time, the wheat their bread was made of, was pounded by tha 
labour of the hand: so that perhaps no less than twenty individuals 
were occupied in pounding as much wheat as one mill can grind.* 
Now a single miller, or Iwo at the most, is enough to feed and 
superintend a mill. By the aid, then, of this ingenious piece of 
mechanism, two persons are as productive as twenty were in Ihe days 
of Caesar. Wherefore, in every one of our mills, we make the wind, 
or a current of water, do the work of eighteen persons ; which 
eighteen extra persons arc just as well provided with subsistence; 
for the mill has in no respect diminished the general produce of the 
community : and whose exertions may be directed to the creation of 
new products, lo be given by liiem in exchange for the produce of 
the mill ; thereby augmenting the genera! wealth of the community.f 



CHAPTER vin. 



We have already observed that the several operations, the com- 
bination of which forms but one branch of industry, are not in gene- 
ral undertaken or performed by the same person ; for they commonly 



♦Homer tells us, in llie OJyasey. b. xx., llint twelve women were daily em- 
ploye.) in grinding' com tor tlic family consumption of Ulysses, whose eslaiiliib- 
ment is not represented as larger than thai of a private gentleman of fbrtuna of 
modem days. 

f Since the publication of the third edition of this worh, M. de SiBmondJ hu 
published his Nouvfaux Prineipf ^Ecommie Folilique. This valuable writ«r 
(Rems to have been impressed with an esagg-erated notion of the transient evik 
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raquire di&rent kinds of talent ; and the labour requisite to each is 
anoiigh to take up a man's whole time and attention. Nay, in some 
iiHUDceSv a single one of these operations is split again into smaller 
■abdivisioiu, each of them sufficient for one person's exclusive occu- 
patioii. 

Thu8» the study of nature is shared amongst the chemist, the 
botanisC, the astronomer, and many other classes of students in 
phikMopby. 

ThaSt tooy in the application of human knowledge to the satisfac- 
tion of human wants, in manufacturing industry, for instance, we 
find diflerent classes of manufacturers employed exclusively in the 
fabric of woollens, pottery, furniture, cottons, &c. &c. 

Finally, in the executive part of each of the three branches of in- 
dtistrv, there are often as many different classes of workmen as there 
mre diflerent kinds of work. To make the cloth of a coat, there 
roust have been set to work the several classes of spinners, weavers, 
dressers, shearers, dyers, and many other classes of labourers, each 
of whom is constantly and exclusively occupied upon one operation. 

The celebrated Adam Smith was the first to point out the im- 
mense increase of production, and the superior perfection of products 
referable to this aivision of labour.* He has cited among other 

and a &int one of the pennanent benefits of m&chinerv, and to be utterly unac- 
quaiwfwd with those principles of the science, which place those benefits beyond 
OQBtref eny. (a) 

* Becemruif in a public course of lectures on political economy, delivered at 
Ifilan in the year 1769, and before the publication of Smith's work, had remark- 
ed the &vourable influence of the division of labour upon the multiplication of 
pradncto. These are his words : ** Ciascuno prova colV esperienza, che^ applicoT^ 
do im nmho e Vingegne $empre alio stes$o genere di npere e di prodottif egli piu 
fmeUli, piu mfxmdanti e tnigliori ne travo i resvUati, di quello, che se ciascuno 
itolmimtmenie le coie iutte a te nece$sarie soltanto facesse : onde altri pascono 
te pnortf altri ne cardano le lane^ altri le tcssonoe \ chi coltiva biade, chi nefa 
Upane: chi 9e$te^ chi fabrica agli agricoltorie la voranti ; crescendo e conca- 
IflMmlori le arti, e dividendosi in tal maniera^ per la commune e privata utilitd 
gU uomini in varie classi e condizionu** '* Wc all know, by personal experi- 
ence, that, by the continual application of the corporeal and intellectual faculties 
to one peculiar kind of work or product, we can obtain the product with more 
etw, and in g^reatcr abundance and perfection, than if each were to depend upon 
his own exertioos for all the objects of his wants. For this reason, one man feeds 
^beeOf a second cards the wool, and a third weaves it : one man cultivates wheat, 
anotoer makes bread, another makes clothing or lodpfin^ for the cultivators and 
mechanics: this multiplication and concatenation of the arts, and division of 
msnkind into a variety of classes and conditions, operating to promote both pub- 
lie «nd private welfare.*' 

However, I have given Smith the credit of originality in his ideas of the di- 
ririoa of labour; first, because, in all probability, he had published his opinions 
from his chair of professor of philosophy ut Glasgow before Bcccaria, as it is 

(•)Oar author, in his recent argument with Malthus, upon the subject of the 
aesm of manufrcturing power and produce, appears to me to have completely 
▼indicated his own positions against the attacks of Sismondi and Maltliuii ; and 
to have exposed the fallacy of the appalling doctrine, that the pfiwcrs of human 
can evnr be too great and too productive. — Vide Letters d M, Malthut 
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examples, ihe manufacture of pins. The workmen occupied in this 
manufacture execule each but one part of a pin. One draws the 
wire, another cuts it, a third sharpens ihe points. The head of a 

Ein ainne requires two or three distinct operaiions, each performed 
y a diflerent individual. By means of this division, an ill-appointed 
establishment, with but ten labourers employed, could make 4S,000 
pins per day, by Smith's account Whereas, if each person were 
obliged to finish off the pins one by one, going through every opera- 
tion successively from firsl to last, each would probably make but 
SO per day, and the ten workmen would produce in the whole but 
200, in lieu of 48,000. 

Smith attributes this prodigious ditTerence to three causes : 

1. The improved dexterity, corporeal and intellectual, acquiretr 
by frequent repetition of one simple operation. In some fabrics the 
rapidity with which some of the operations are performed exceeds 
what the human hand could, by those who had never seen them, be 
supposed capable of acquiring. 

2. The saving of the time which is commonly lost in passing from 
one species of work to another, and in the change of place, position, 
and tools. The attention, which is always slowly transferred, has 
no occasion to transport itself and settle upon a new object. 

3. The invention of a great number of machines, which facilitate 
and abridge labour in all its departments. For the division of labour 
naturally limits each operation to an extremely simple task, and one 
that is incessantly repeated; which is precisely what machinery 
may most easily be made to perform. 

Besides, men soonest discover the methods of arriving at a parti- 
cular end, when the end is approximate, and their attention exclit- 

well known he did the prbcIpleB tlist form the (rroiind-work of bia book; bat 
chiefly bocBUiie he has the merit of having deduced from them the moet impnt- 
ant cenclusions. (1) 

(1) [All the fundaraenljil doctrines contained in Uie Inquiry into the Wealth 
of Nations, were comprehended in Dr. Hmilh'a course of political lectures, deliv- 
ered at Glasgow as early as the year 1753; "at a period surely," says Dvoau) 
Btewabt, " when lliere exibted no French (and he mig'ht have added, nor 
Italian) performance on the suhject, that could bo of mucli use to him in goidiiw 
hia researches." A short manuscript, drawn up by Dr. Smith in the year 1755, 
fully establishes his exclusive claim to the mo«t important opinions detailed in 
his treatise on the Wealth of Nations, which did not appear until the beginning 
of the year 1776. " A great part of the opinions enumerated in this paper, (fa« 
oheetves,) is treated of at length in sonie lectures which I have still by niB 
{175.^0 and whicli were wrillen in the hand of a clerk who left my service six 
jears aga They have all of them been tlio constant subject of my lectures, 
since I lirst taught Mr. Craigie's clow, the first winter I spent in Glat^row, 
down to this day, without any considerable variation. — They had all of them 
been the subject of iectiires which I read in Eklinburgh Ihe winter befbre 1 left il, 
and 1 can adduce innumerable witnesses, both from that place and from thia, 
ivho will ascertain them enfiiciently to be mine." Vide Mr. Stewart's Account 
of the Life and Writings of Adam Smith, I.L. D. read before the Ra)-al Society 
uf Edinburgh, January 21 and March IB, 1793.] 

AiuucAM Ediiuk 
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■fiehr diracted to it Discoveries, even in the walk of philosophy, 
m fiir the moit jpert referable, in their origin, to the subdivision of 
hboar; because it is this 8ut>division that enables men to devote 
themselves to the exclusive pursuit of one branch of knowledge; 
ivhich exclusive devotion has wonderfully favoured their advance- 



Thus the knowledfle or theory necessary to tlie advancement of 
oommercial industry for instance, attains a far greater degree of per- 
fisctioii, when difbrent persons enga^ in the several stumes ; one of 
geoffraphy* with the view of ascertaming the respective position and 
products of difierent countries ; another of politics, witti a view to 
inform himself of their national laws and manners, and the advan- 
tnes and disadvantages of commercial intercourse with them ; a third 
of geometry and mechanics, by way of determining the preferable 
form of the ships, carriages, and machinery of all kinds, that must 
be emfdoyed ; a fourth of astronomy and natural philosophy, for the 
panoses of navigation, &c. &c. 

Thus, too, the application of knowledge in the same department 
of commercial industry will obviously arrive at a higher aegree of 
perfiKtion, when divided amongst the several branches of internal, 
Mediterranean, East and West Indian, American, w^holesale and 
zetailt Stc &c. 

Moreover, such a division is no obstacle to the combbation of 
operatioiis not altogether incompatible, more especially if they aid 
and assist each other. There is no occasion for two (UfTerent mer- 
chants to conduct, one the trade of import for home consumption, 
and the other the trade of export of home products ; because these 
operations, far from clashing, mutually facilitate and assist each 
(mier.(a) 

The division of labour cheapens products, by raising a greater 
quantity at the same or less charge of production. Competition soon 
ofalij^ the producer to lower the price to the whole amount of the 
samigeflected; so that he derives much less benefit than the consu- 
mer; and every obstacle the latter throws in the way of that division 
is an injury to himself. 

*BM though many important discoveries in the arts have originated in divi- 
sioa of Ubour, we must not refer to that source the actual products that have re- 
•ad will to eternity result, from those discoveries. The increased product 
flow froni the productive power of natural agents, no matter what may have 
the oeeasioD or our first becoming acquainted with the means of employing 
IhoBS agSDli. Vide $upra^ Chap. IV. 

S)T1m oombination of operations which at first sight appears to be distinct, 
r more pmeticable in what our author calls the branch or application, than in 
sitbsr the toeoretical or the executive branch. A general merchant, by means of 
dsvfcs sad brokers, will combine a vast variety of difierent commercial opera- 
sad yet prosper. Why? Because his own peculiar task is that of super- 
isaeo of eommercial dealings ; which superintendence may be extended 
a (Tester sor&ce of dealing without incongruity, being on a closer iu 
bat a repetition of the same operation. T. 
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ShoulJ a tailor try lo make liis own shoes as well as his coat, he 
would infallibiy ruin himself.* We see every day people acting as 
their own merchants, to avoid paying a regular trader the ordinary 
profit of his business ; to use their own expression, with the view of 
pocketing that profit themselves. But this is an erroneous calcula- 
tion ; for this division of labour enables the regular dealer lo execute 
the business for them much cheaper than they can do it themselves. 
Let them reckon up the trouble it costs them, the loss of time, the 
money thrown away in extra charges, which is always proportion- 
ally more in small than in large operations, and see if all these to- 
gether do not amount to more thau the two or three per cent, that 
might be saved on every paltry item of consumption; even suppo- 
sing them not to be deprived of what little advantage they might 
expect, by the avarice of the cultivator or manufacturer thev would 
have to deal directly with, who will of course impose, if he can, 
upon liieir inexperience. 

It is no advantage, even to the cultivator or manufacturer himself, 
except under very particular circumstances, to intrude upon the 
province of the merchant, and endeavour to deal directly %vith the 
consumer without his intervention. He would only divert hia at- 
tention from his ordinary occupation, and lose time that might be 
far better cmploved in his own peculiar line ; Ijcsides being under 
the necessity of keeping up an establishment of people, horses, car- 
riages, &c. the expenses of which would far exceed the merchant's 
profit, reduced as it always must be by competition. 

The advantages accruing from division of labour can be enjoyed 
in respect of particular kinds of products only ; and not in them, un- 
til Iheir consumption has exceeded a certain point of extension. Ten 
workmen can make 48,000 pins in a day; but would hardly do so, 
unless where there was a daily consumption of pins lo that amount; 
for, to arrive at this degree of division of labour, one workman mnit 
be wholly and exclusively occupied in sharpening the points, white 
the rest arcseverally engaged, each in a different part of the process. 
If there be a daily demand for no more than 24,000, he must needs 
lose half his day's work, or change his occupation, in which casc^ 
the division of labour will be less extensive and complete. 

For this reason, divisions of labour cannot be carried to the extreme 
limit, except in products capable of distant transjiort and the conse- 
quent increase of consumption ; or where manufacture is carried on 
amidst a dense population, offering an extensive local consumption. 
For the same reason, too, many kinds of work, the products of which 
are destined to instantaneous consumption, are executed by the same 
individual, in places where the population is limited. In a small 
town or village, the same person is often barber, surgeon, doctoi', 

•The low prica of fiugnr in China is protiably occasioned, in part, by the cir- 
ciimEtaiice of the grower leivin^ to a scparale class the extraction of the mgW 
from the cane. This operation is performed by itinerant su^r preasert, who 
|[D fttim house to house, ofiering their services, and provided with an eitrentely 
almpte apparf tus. Vide Macartney's Ernbassy, voL iv. p. 196. 
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and apothecary; wh3e in a populous city, and there onIy» these are 
not merely separate and distinct occupations, but some of them arc 
again subdiviaed into several branches; that of the surgeon, for in- 
atanoe, is split into the several occupations of dentist, oculist, ac- 
ooiicheri dec; each of.which practitioners, by confining his practice 
to a single branch of this extensive art, acquires a degree of skill, 
trhiclu but for this division, he could never attain. 

The sape circumstance applies equally to commercial industry. 
Take the village grocer ; the consumption of his groceries is so lim- 
itedt as to oblige him to be at the same time haberdasher, stationer, 
innkeeper, and who knows what, perhaps even news-writer and pub- 
lUier; whereas in large cities, not only grocery at large, but e\^n 
the sale of a single article of grocery, is a great commercial concern. 
At Pftris, London, and Amsterdam, there are shops, where nothing 
dse is sold but the single article tea, oil or vinegar ; and it is natural 
to suppose that such shops have a much better assortment of the sin- 
rie article, than those dealing in many different commodities at once. 
Tlius, in a rich and populous country, the carrier, the wholesale, the 
intermediate, and tlie retail dealer conduct each a separate branch of 
commercial industry, and conduct it with greater perfection as well 
as greater economy. Yet they all benefit by this economy ; and that 
ihey do so, if the explanations already given are not convincing, ex- 
perience bears irrefragable testimony ; for consumers always buy 
cheapest where commercial industry is the most subdivided. Ceteris 
parihus^ a commodity brought from the same distance is sold cheap- 
er at a lai^ town or fair, than in a village or hamlet. 

The limited consumption of hamlets and villages, besides obliging 
dealers to combine many elsewhere distinct occupations, prevents 
many articles from finding a regular sale at all seasons. Some are 
not presented for sale at all, except on market or fair days ; on such 
days the whole week's or perhaps year's consumption is laid in. 
On all other days, the dealer either travels elsewhere with his wares, 
or finds some other kind of occupation. In a very rich and very 
populous district, the consumption is so great, as to make the sale of 
one article only, quite as much as a trader can manage, though he 
devote every day in the week to the business. Fairs and markets 
arc expedients of an early stage of national prosperity; the trade by 
caravans is a still earlier stage of international commerce ; but even 
these expedients are far l)etter than none at all.* 



*Tlie oountrj markets of France not only cxiiibit extreme inertness in parti- 
calsr channels of consumption ; but a very cunsory observation is sufficient to 
'riioVv that the sale of products in them is very limited, and the quality of what 
are sold very inferior. Besides the local products of the district, one sees nothinff 
thsfe, ezeepC a few tools, woollen.^ linens*, and cottons of tlie most inferior 
^Mlity. In a mora advanced stac^e of prosper ity, one would find some few objects 
ofaniifieation of wants peculiar to a more rotined state of existence : some arti^ 
clfls of fiimituro combininfr convenience and niefrance of form ; woollens of soma 
fsristf of fineness and pattern; articles of food of a more expensive kind, who* 
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From ihe necessity of the existence of a very extended consump- 
tion, before division of labour can be carried to its extreme point, it 
follows, Uiat such division can never be introduced in the manufac- 
ture of products, which, from their high price, are placed within the 
reacli of few purcliasers. In jewellery, especially ot the better kinds, 
.t is practised in a very limited degree; and such division bciDg, as 
we have seen, one cause of the invention and application of ingenious 
processes, it is not surprising that such processes are least oflen met 
with in the preparation of products of highly finished workman^ip. 
In visiting the workshop of a lapidary, one is often dazzled with the 
costliness of tlie materials, and the skill and patience of the work- 
man ; but it is only in the grand manufactories of articles of unirer* 
sal consumption, that one is astonished with the display of ingenuity 
employed to give additional expedition and perfection to the pro- 
duct. In looking at an article of jewellery, it is easy to form an idea 
of the tools and processes, by means of which it has been executed; 
whereas few jMople, on viewing a common stay-lace, would supposa 
it had been made by a horse or a current of water, which is actually 
the case. 

Of the three branches of industry, agriculture is the one that admits 
division of labour in Ihe least degree. It is impossible to collect any 
great number of cultivators on the same spot, to use their joint exer- 
tions in the raising of one and the same product The soil they 
work upon is extended over the whole surface of the globe, and 
obliges them to work at considerable distance from each other. Be- 
sides, agriculture does not allow of one person being continually 
employed in the same operation. One man cannot be all the year 
ploughing or digging, any more than another can find constant occu- 
pation in gathering in the crop. Moreover, it is very rarely that the 
whole of one's land can be devoted to the same kind of cultivation, 
or that the same kind of cultivation can be continued on the same 
spot for many successive years. The land would be exhausted ; and, 
supposing the cultivation of the whole property to be uniform, yet 
even then, the preparing and dressing of the whole ground, and the 
getting in of the whole of (he crops, would come on at the same tiTDe, 
and the labourers be unoccupied at other periods of llie year,* 

ther OQ account of (heir prepanitioi 
' a of inBlruction 
<1 prajer-booka. In a atill more advanced Btajrc, Ihe consump- 
tion ofall these things would be constant and citenaive cnoug-h to support recu- 
lor Qnd well-stocked slio|is in all these dilTcrent lines. Of th>9 def^ee of wetJth 
examples are to be found in Europe, pa.nicuUily in parts of Ebgland, HoUuid, 
and Germany. 

* It is not common to meet with such larfre concerns in agriculture, as in ths 
branches of commerce nnd mnmifaclure. A firmer or proprietor seldom under- 
takes more than four or live liundred acres; and his concern, in point of cajHtil 
and amount of produce, doea not exceed that of a middling tradesman, or msna- 
facturer. This ditTerencc is attributable to many concurrent causes ; cliieny to 
'' ' * a this brunch of induetry ret^uires; to the bulk; nature c^ thf 
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MbreoTeTp the nature of his occupation and of agricultural pro- 
doicta makes it highly convenient for the cultivator to raise his own 
VMetaUes, fruit, and cattle, and even to manufacture part of the 
IocSb and utenals employed in his house-keeping ; though in the other 
channels of industry* these items of consumption give exclusive 
occimation to a number of distinct classes. 

'Wnere concerns of industry are carried on in manufactories, in 
which one and the same master manufacturer conducts the product 
dsougfa all its stages, he can never establish any great subdivision 
of the various operations, without great command of capital. For 
such division requires larger advances of wages, of raw materials, 
and of tools and implements. Where eighteen workmen manufacture 
but twenty pins each per day, that is to say, in all 360 pins, weigh- 
ii^ scarcely an ounce of metal, the daily advance of an ounce of 
fresh metal is enough to keep them in regular work. But if, in con- 
sequence of division of labour, these same eighteen persons can be 
brouffhty as we know they can, to produce 86,400 pins, the daily 
suppfy of raw material requisite for their regular employ will hie 
S40 ounces weight of metal ; consequently a much more considerabte 
advance will be called for. If we further take into calculation, that 
there is an interval of probably a month or more, from the purchase 
of the metal bv the manufacturer to the period of his reimbursement 

Sthe sale of his pins, we shall find that ne must necessarily have at 
times on hand, in different stages of progressive manufacture, 30 
times 340 ounces of metal ; in other words, the portion of his capital 
vested in raw material alone will amount to the value of 450 lbs. of 
roetaL In addition to which, it must be observed, that the division 
of labour cannot be eflecfed w ithout the aid of various implements 
and machines, that form themselves an important item ot capital. 
Thus, in poor countries, we fre(]uently find a product carried through 
aD its stages, from first to last, by one and the same workman, from 
mere want of the capital requisite for a judicious division of the dif- 
ferent operations. 

We must not however suppose, that, to effect this division of 
labomr* it is necessary the capital should be placed all in the hands 
of a single adventurer, or the business conducted all within the walls 
of one grand establishment A pair of boots undergoes a variety of 
processesy whereof all are not executed by the bootmaker alone; the 
grajjer, the tanner, the currier, all others, who immediately or re- 
motely furnish any substance or tool used in the making of boots, 
cootribute to the raising of the product; and though there is a very 
considerable subdivision of labour in the making of this article, the 

pndoee, and consequently difficulty of collecting it nt one point from the distant 
puts of the hmu or sendinpf it to very remote markets; to the nature of the 
Mincsi Hself^ which is not susceptible of any rc^lar and unifonn system, and 
i s qqif sa hi the adventurer a succession of temporary expedients and directions, 
Mnssted by the diflerence of culture, of manuring and dressings, and the variety 
srssdi Isboorer^s occupations, according to the seasons, the change of weather 

fte. 
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fjrcatcr part of the joint and concurrent producers may have very 
itlle command of capital. 

Having detailed the advantages of the subdivision of the various 
occupations of industry, and the extent to which it may be carried, 
the view of the subject would be incomplete, were we to omit 
noticing, on the other hand, the inconveniences that inseparably 
attend it. 

A man, whose whole life is devoted to the execution of a single 
operation, will moat assuredly acquire the faculty of executing it 
bellor and quicker than others; but he will, at the same time, be 
rendered less fit for every other occupation, corporeal or intelleetual; 
his other faculties will be gradually blunted or extinguished ; and the 
man, as an individual, will degenerate in consequence. To have 
never done any thing but make the eighteenth part of a pin, is a 
sorry account for a human being to give of his existence. Nor is it 
to be imagined that this degeneracy from the dignity of human 
nature is confined to the labourer, that plies all his life at the file or 
the hammer ; men, whose professional duties call into play the finest 
faculties of the mind, are subject to simiior degradation- This divi- 
sion of occupations has given rise lo the profession of attorneys, 
whose sole business it is to appear in the courts of justice instead of 
the principals, and to follow up the different steps of the process oa , 
their behalf These legal practitioners are, confessedly, seldcun 
deficient in technical skill and abihly; yet it is not uncommon to 
meet with men, even of eminence in this profession, wholly igno- 
rant of the most simple processes of the manufactures they every 
day make u?e of; who, if ihey were set to work to mend the simplest 
article of their furniture, would scarcely know how to begin, and 
could probably not drive a nail, without exciting the risibility of 
ci'cry carpenler's awkward apprentice; and if placed in a situation 
of a greater emergency, called upon, for instance, lo save a drowning 
friend, or to rescue a fellow-townsman from a hostile attack, wouU 
be in a truly distressing perplexity ; whereas a rough peasant, inha- 
biting a semi-barbarous district, would probably extricate himself 
from a similar situation with honour. 

With regard to the labouring class, the incapacity for any other 
than a sin^e occupation, renders the condhion of mere labourers 
m'.irc hard and wearisome, as well as less profitable. They have 
le>!s means of enforcing their own rights to an equitable portion of 
the gross value of the product. The workman, that carries about 
wiih him the whole implements of his trade, can change his locality 
at pleasure, and earn his subsislcnce wherever he pleases: in the 
other case, he is a mere adjective, without individual capacity, inde- 

E[;ndence, or substantive importance, when separated from his fellow- 
iliriurera, and obliged lo accept whatever terms his employer thinks 
fit lo impose. 

On the whole, we may conclude, that division of labour is a skil- 
ful mode of employing human agency, that it consequently multiplies 
the productions of society; in other words, the powers and the enjoy- 



r 
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of mankind; but that it in some degree degrades the faculties 
ofnin b his individual capacity, (a) (1) 



CHAPTER IX. 

MFFEBBNT METHODS OP EMPIX)YINO COMMERCIAL INDUSTRY. AND 
THB MODE IN WHICH THEY CONCUR IN PRODUCTION. 

CbnwDiTiBS are not all to be had in all places indifTerently. 
The immediate products of the earth depend upon the local varic- 
tiei cf soil and climate ; and even the products of industry are met 
with only in such places as are most favourable to their production. 
Whence it follows that, where products, whether of mdustry or 
of the earth, do not grow naturally, they can not be introduced or 
produced in a perfect state, and fit for consumption, without under- 
going a certain modification ; that is to say, that of transport or con- 
wanee. 

This transfer gives occupation to what has been called commercial 
aduitry. 
« External commerce consists of the supply of the home market 
with ibreigny and of foreign markets with nome products.* 

Wholesale commerce is the buying of large quantities and rc- 
lelEng to inferior dealers. 

Retail commerce is tlie buying of wholesale dealers, and re-selling 
to consumers. 

^Piodncts thai arc bought t) b.'f re-&(n!rl, are called merchandise ; and merchan- 
dise bought for consomptkm is denominated commodities. (6) 




(fl)lliis consideration* makes it noculiurly incumbent upon the government 
ef a muiu&ctoring nation to difluse the benefits of early education, and thus 
flVfttnt the degeneration from being intellectual as well as corporeal. T. 

(I) This distiiiction has been discarded in the translation, for the sake of 
rimpliileation ; the general term products being sufficiently intelligible and 



Q) ['"The extensive propagation of light and refinement," sa^s Duoald 
BnwAKT, ''arising from the influence of the press, aided by the spirit of com- 
■erae, seenu to be the remedy to be provide<l by nature against the fatal effects 
which would dherwisc be produced, by the subdivision of labour accompanying 
the f i ro gr cs i of the mechanical arts : nor is any thing wanting to make the 
nmtdf efiectiml, bat wise institutions to facilitate general instruction, and to 
■daot the education of individuals to the stations they are to occupy. Tlie mind 
oftke artist, which, from the limited npherc of his activity, would sink below 
the level of the peasant or the savaee, might receive in mfancy the means of 
■jwlliw tiiil enjoyment and the seeds of moral improvement; and even the insipid 
Mfbrmity of n» professional engagements, by presenting no object to awaken 
hb ingennitj or to distract his attf*ntion, might leave him at liberty to employ 
his ftcolties on subjects more interesting to himself, and more extensively useful 

liolben.'^ 

Americau Edftob. 
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TKe commerce of money or specie is conducted by ihe banker, 
who receives or pays on account of other people, or gives bills, or- 
ders, or letters ol credit, payable elsewhere than at the place where 
they are given. This is sometimes called the banking trade, (a) 

The broker brings buyers and sellers together. 

The persons engaged in these several branches are all agents 5f 
commercial industry, whose agency lends to approximate products 
to tiie hands of the ultimate consumer. The agency of tlie retailer 
of an ounce of pepper is quite as indispensable to the consumer, as 
that of the merchant, >vho despatches his vessel to the Moluccas for 
a cargo ; and the only reason why these different functions are not 
both peribrmed by one and the same individual is, because they can 
be executed with more economy and convenience by two. To enter 
minutely into an examination of the limits and practices of these 
various departments of commercial industry, would be to write a 
treatise on commerce.* All we have to do in this work is, to in- 
quire in what manner and degree they influence the production of 
values. 

In Book II., we shall see how the actual demand for a product 
originating in its utility, is limited by the amount of the cost of 
production, and ujwin what principle its relative value is dolermined 
in each particular place. At present it is sufficient for the clear con- 
ception of commercial production, to consider the value of a product 
as a given quantity or datum. Thus, without examining the reason 
why oil of olives is worth at Marseilles thirty, and at Paris forty 
sous per lb., I shall content myself with simply slating, that who- 
ever eflects the transport of that article from Marseilles to Paris, 
thereby increases its value to the aniounl of ten sous per lb. Nor 
is it to be supposed, that its intrinsic value has received no accession 
by the transit. The value has positively augmented. The intrinsic 
value of silver is greater at Paris than at Lima ; and the cases are 
precisely similar. 

In fact, the transport of products can not be effected without the 
concurrence of a variety of means, which have each an intrinsic 
value of their own, and of which the actual transport itself, in the 
hteral and confined sense of the term, is commonly not the most 
chargeable. There must bo one commercial establishment at the 

^A complete treatise on commerce ia still a (iesideratum in literature, not- 

tvilh stand infr the jaboura or Melon and Forfionnais, for hitherto die principle* 
and consequences of commerce have been little understood. (1) 

(a) The bunker's business is not confined to dealings in metal, coined or on- 
coined, but is cxtcndeil to dealinjrs in paper-money, and dealings in credit, u 
we shoU see when we come to the chapter upon money, infra. T. 

(l) The Society for the DiffuHLon of Ueeful Knowledge, in London, in 1S33, 
published a Trealiae on Commerce, by J. R. M'CuUoch, Es«i. the eminent poli- 
ticol economist, in which Ihe grand principles, practice and history of Com- 
merce, are unfolded and explained with great ability. It is a worh that ahoald 
be lead liy every well-educated merchant. 

Americam EomK. 
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fUee where the products are collected ; another at the place it is 
feiHported to; besides package and warehousing. 

Tbera must be an advance of capital equivalent to the value trans- 
ported. Moreover* there are agents, insurers, and brokers, to be 
piid. All these are really productive occupations, since, without 
tUrMBDcyv the consumer can never enjoy the product; and suppos- 
wg thev remuneration to be reduced by competition to the lowest 
nte possible, he can be in no way cheaper supplied. 

h commercial, as well as manufacturing industry, the discovery 
of 8 more economical or more expeditious process, the more skilful 
empbyment of natural agents, the substitution, for instance, of a canal 
10 place of a road, or the removal of a difliculty interposed by nature 
or oy human institutions, reduces the cost of production, and pro- 
cures a gain to the consumer, without any consequent loss to the 
producer, who can lower his price without prejudice to himself, 
oecause his own outlay and advance are likewise reduced. 

The same principles govern both external and internal commerce. 
Hie merchant that exports silks to Germany or to Russia, and sells 
at Petersburg for 40 cents per yard, stuffs that have cost but 30 
eents at Lyons, creates a value of 10 cents per yard. If the same mer- 
chant brings a return cargo of peltry from Russia, and sells at Havre 
for 240dolTars what cost him at Riga but 200 dollars, or a value equiva- 
lent to 200 dollars, there will be a new value of 40 dollars, created and 
riiared amongst the different agents engaged in this production of 
▼aluey whatever nation they may belong to, and whatever be the rela- 
tive importance of their respective productive agency, from the first- 
rate merchant to the ticket-porter inclusive.* And by this creation 
of value, the wealth of the French nation is enriched to the amount of 
all the gains of French industry and of Fronrh capital, in the course 
of this production; and the Russian nation to the amount of those of 
Russian industry and Russian capital. Nay, perhaps a third nation, 
independent both of France and of Russia, may get the whole [)rofit 
accruing from the mutual commercial intercourse iHJtwccn these 
nations; and yet neither of them loses any thing, if their industry and 
ca|Mtal haw other equally lucrative employments at home. The 
very circumstance of the existence of an active external commerce, 
no matter what agents it he conducted by, is a very powerful stimu- 
hm to internal industry'. The Chinese, who abandon the whole of 
their external commerce to other nations, must nevertheless raise an 
enormous gross pn»duct, otherwise they could never support, as they 
do« a population twice as lar^rc as that of all Europe, upon a surface 
of nearly equal extent. A shop-keeper in goo<l business is quite as 
well off as a pedlar that travels the country with his wares on his 
bacLf Commercial jealousy is, after all, nothing but prejudice : it 
is a wild fruit, that will drop of itself when it has arrived at maturity. 

*Tlie ordiiiATy proportkxifl of this division will be explained, infrd. Book IT. 
Cfaip.7. 
t It has been often uked, Why not combine commercial with agricultural and 
9* 
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The externa] commerce of all countries i rable, com' 

pared with the internal. To convince ouiscivc™ oi Uic irulh of thia 
position, it wit! be sufficient to take note at all numerous or even 
sumptuous entertainmcnls, how very small is the proportion of 
values of foreign growth, in comparison with those of home produc- 
tion; especially, if we take into the account, as we ought lo do, the 
value of buildings and habitations, which is necessarily of home 
production.* (a) 

The internal commerce of a country, tJiough, from its minute 
ramification, it is less obvious and striking, besides being the most 
considerable, is likewise the most advantageous. (1) For both the 
remittances and returns of this commerce are necessarily home pro- 
ducts. It sets in motion a double production, and the profits of it 
are not participated with foreigners. For this reason, roads, caoaU, 
bridges, the abolition of internal duties,(J) tolls, duties on transit, (c) 
which are in effect tolls, every measure, in short, which promotes 
internal circulation, is favourable lo national wealth. 

manulacturing productionat Why, (or the same reason that maket t whotc- 
sttle cotton ppinner, if ho have a surplus of time and capital, more apt to extend 
his spinnings concern, than to employ his labour and capital in the working up 
ofhis own filiaturc into muslin and printed calicoes. 

*It would be impoEsible to estimate the proportion with any tolerable accu- 
racy, even in countries where calculations of this kind are moat in vogue. In- 
deed, the attempt would be a sad waste of time. To say the truth, statistical 
Btalementa are of little real utility; for, be their accuracy ever bo well assared, 
thoy can only be correct for the moment. The only knowledge really useiiil w, 
the knowledge of general principles and lows, that is to say, the knowledge of 
the connexioTi between cause and effect, which alone can safely teacb us vrbn 
measures it is beet to adopt in every possible emergency. The Bole use of Bta- 
tistirs in political economy i^, to supply examples and illustrations of groBral 
principles. Thoy can never be the basis of principles, which are groundeid npon 
Iho nature of Ihin^ ; whereas statistics, in the most improved state, are only Ui 
index of their quantity. 

(n) This position may be correct or not, according to circumstances. The 
national wants muat always, in the long run, be supplied by the national indn>- 
try and exertions: but what is there to prevent a nation from Pichanging tbe 
larger portion of its domestic products for the products of other nations 1 Tha 
people of Tyre probably consunied more products of eitemal than of domeitic 
industry, although indeed those external must have been purchased with domea- 
tic products. Tyre, it is true, was rather a cily than a nation. Holland reaen*' 
bled her in many particulars. The observnlion applies to every community, Um 
chief part of whose production is, the modification of external products. T. 

(ft) Dmianes. (c) Otrtroi*. 

(1) [The author has here, in common with Dr. Smith, fallen into an error. 
Capital, whether employed in the home or foreign trade, is equally productiriL 
If, far example, the home trade realized greater profits than foreign cotnmerci, 
every cent of capital employed in the latter would, in a very In time, bo with- 
drawn from 90 comparatively disadvantaatnus an investmenL v.apilal will flow 
into the lureign, instead of the hmne trade, only because it will lereby jit-IA a 
larger profit. The intenial commerce of a country cannot there : be said laba 
"the most advantageous."] A ui EUttroiL 
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Tliere is a further branch of commerce, called tlie trade of spccu- 
htioDi which consists in the purchase of goods at one time, to be 
iMoid in the same place and condition at another time, when they 
m expected to be aearer. Even this trade is productive; its utility 
eouiits in (be employment of capital, warehouses, care in the prc- 
■mtiont in short, human industry in the withdrawing from circu* 
htioQ a commodity depressed in value bv temporary suiierabun- 
diooe, and thereby reduced in ^irice below the ciiarges of production, 
10 II to discoura^ its production, with the design and purpose of 
Moriog it to circulation wlien it shall become more scarce, and 
when its price shall be raised above the natural price, the charges of 
production, so as to throw a loss upon the consuniers. The evident 

yntion of this kind of trade is, to transport commodities in respect 
time, in^ead of locality. If it prove an unprofitable or losins 
OQDcem, it is a sign that it was useless in the particular instance, and 
that the commodity was not redundant at the time of purchase, and 
icarce at the time of re-sale. This operation has also been denomi- 
nated, with much propriety, the trade of reserve, (a) Where it is 
directed to the buying up of the whole of an article, for the sake of 
exacting an exorbitant monopoly price, it is called ftn-estalling^ 
which is happily difficult, in proportion as the national commerce is 
extensive, and, consequently, the commodities in circulation both 
abundant and various. 

The carryiDfl; trade, as Smith calls it, consists in the purchase of 
goods in one foreign market for re-sale in another foreign market. 
This branch of industry is beneficial not only to the merciiant that 
practises it, but also to the two nations between whom it is practised ; 
and that for reasons whicii have l)ccn explained while treating of ex- 
ternal commerce. The carrying trade is hut little suited to nations 
possessed of small capital, wliereof the whole is wanted to give activ- 
ity to internal industry, which is always entitled to the preference. 
Ae Dutch carry it on in ordinary limes with Jidvanta;^, because their 
population and capital are both redundant. (/>) The French, in |X)aco 
time, have carried on a lucrative carrying trade l)etween thcdillerent 
ports of the Levant; because a<l venturers could procure advances of 
capital on better terms in France than in the I-evant, and were |x;r- 
haps less exposed to tlie oppression of tlie d(*testabl(* government of 
that country. Thev have since been su]^plante(l by other nations, 
whose possession ot the carryini; trade is so far lVo:n Inking an injury 
to the subjects of the Porte, that it actually k(*e]>s alive the little 
remaining industry of its territories. Some jjoverninents, less wise 
io this particular than the Turkish, have interdicted their carrying 
trade to foreign adventurers. If the n;ilive tra<lers can carry on the 

(«) GMMi^rce dt regerve. There la no correspond in«^ tcnn in Ennrlish ; it is 
intellifnUe enough. 

(ft) Tfie ewnrinff trade of TlolUntI w now nlmnnt extinct. In flirt, whetlier oi 
no it be eoited to a $riv(*n nation nt a £fivpn tim^, dopemlM \i\tnn a trroat variety of 
circimislanceiL The advantn^e of the nfMiiral character ^ave a very larj^e pro- 
portioB of it ibr aome ycsrai to the American Union, though notorioui^ly deficieut 
m csfriUl fir the purposes of internal cultiratioa T. 
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transport to greater profit ifian fnreigncra, tlicre is no occasion to 
exclude ihe latter; and, if it can be conducted cheaper by foreigners, 
iheir exclusion is a voluntary sacrifice of the profit of employing 
them. All example will serve to elucidate ibis position. The freight 
of bemp from Riga to Havre costs a Dutch skipper, say 7 dollars per 
ton. It must be taken for granted, that no other but the Datchmau can 
carry it so cheap. He makes a lender to the French government, 
which is a consumer ofRussian hemp, to provide tonnage at 8 dollars 
per ton, thereby obviously securing to himself a profit of 1 dollar per 
Ion. Supposethen, that the French government, with a view tofavoar 
the national shipj)ing, prefers to employ French tonnage, which can 
not be navigated for less than 10 dollars per ton, or II dollars, allow- 
ing die same profit to the ship-owner — What is the conseiiuence? The 
government will be out of pocket 3 dollars per ton, for the mere pur- 
jwise of civing a profit of 1 dollar to the national ship-owners. And, 
as none nut the individuals of the nation contribute towards the na- 
tional expenditure, this operation will have cost to one class of French- 
men Sdollarsfor the purpose ofgiving to another class of Frenchmen 
a profit of 1 dollar only. However the numbers may vary, the result 
must be similar; for there is but one fair way of staling the accounL 

It is hardly necessary to caution the reader, that I nave through- 
out been considering maritime industry solely in its relation to 
national wealth. Its influence upon national security is another thing. 
TIic art of navigaiion is an expoJient of war, as well as of commerce. 
The working of a vessel is a military manteuvre; and the nation 
containing the larger proportion of seamen, is, therefore, ceteris 
paribus, the more powcnul in a military point of view; conse- 
quently, political and military considerations have always interfered 
with national views of commerce, in matters of navigaiion; and Eng- 
land, in passing her celebrated Na\-igation Act, interdicting her car* 
rying trade to alt vessels, the owners and at least ihree-fotirths of tbt 
crews whereof were not British subjects, had in \iew, not so mach 
the profits of the carrying trade, as the increase of her own military 
marine, and the diminution of that of the other powers, especially of 
Holland, which then enjoyed an immense carrying trade, and was 
the chief object of English jealousy. 

Nor can it be denied, that these views may actuate a wise national 
administration; assuming always, that it is an advantage to oiiB 
nation to domineer over others. But these pohlical dogmas are fast 
growing obsolete. Policy will some day of other he hdd to consist 
in coveting the pre-eminence of merit rather than of force. Tha 
love of domination never attains more than a factitious elevation, that 
is sure to make enemies of all its neighbours. It is this that engen- 
ders national debt, internal abuse, tyranny and revolution; white the 
sense of mutual interest begets international kindness, extends thft 
Rphere of useful intercourse, and leads to a prosperity, permanent, 
because it is natural. (1) 

(1) {The operation of the British NnviBation-acls, like all c r restrictive (•• 
^lations, has been prejudicial to the growth of na v ji, 'iihout. U Ih* 

Bnmc time, Ivivin;; tori'.ributcii in any JcfjTce to thv cf the navtti 
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CHAPTER X. 

or nt TtANBPORMATIOlfS UNDERGONE BY CAPITAL IN THE PR0GRE8B 

OF PRODUCTION. 

Wi bave seen above (Chap. III.) of what the productive capital of 
I nation consistSy and to what uses it is applicable. So much it was 
wemrv to specify, in enumerating the various means of produc- 
tioiL Vfe now come to consider and examine, what becomes of 
opilal in the progress of production, and how it is perpetuated and 
bcreaied. 

To avoid fatiguing the reader with abstract speculation, I shall 
iMgin with giving examples, which I shall take from every day's 
operience and observation. The general principles will follow of 
wmidves, and the reader will immediately sec their applicability 
to all other cases, which he may have occasion to pronounce a judg- 
nantapon. 

WiieD the land-owner is himself the cultivator, he must possess a 
capital over and above the value of his land ; that is to say, value to 
iMneamount or other consisting, in the first place, of clearance of the 
poond, together with works and erections thereon, which may at 
plaaiare be looked upon as part of the value of the estate, but which 

Moodennce of Great Britain. " If it can be made to appear/* says a highly 

Wngniahed political economist, ** that the greater wealth which we should, in 

l^ahKDce of these laws, have possessed, would have supplied a revenue ade- 

We to the maintenance of an equal number of seamen in the navy, it would 

nknr that we are no gainers by tliese acts ; and if it further appear that this ad- 

ikiaml revenue would have been equal to the maintcuanrc of twice or tliree 

tJowi as many seamen, it toould be clear that we are loners by them. It is acknow- 

led^ by many of the aflvocates for these laws, that tlioir tendency has not been 

to neraaae the national revenue, but in some degree the reverse. 

*Oar natioiial preponderance," says, we believe, Mr. Homer, "re«rts on a very 
different hui& Our national energy and wealtti originate in our freedom, and 
in thai wcarity of property which is its happy consequence. The number of 
ovaeamen in merchant shipping is owing to the spirit and capital of our tra- 
4er% and to oar great extent of coast. The magnitude of our navy is due neither 
Id navigatkm-acts, nor to colonial monopolies, but to tlie resources of an indus- 
tfioiie oountrr. 

** How diflerent are the ideas suggested by such observations, from the narrow 
tbaoriM of Iboae who trace our naval superiority to the operation of a fkiw acts 
of IWlkment! They remind us of tlie technical philosophy of the judge, who 
ffiavely ascribed the lamentable prevalence of duelling, not to the violonce of 
"^pi— « p^ftffUf. but to a misapprehension of the law of the land ! Besides, our 
■atil gfeatness, as it is well remarked by Dr. Smith, was conspicuous before 
our navigstion laws were framed. It existed then, as it had done before, and 
has done since, in a degree commensurate witli our commerce, and with the ex- 
tant of oor If »irtit«l prosperity. These circumstances and not navigation laws, 
wiD be fiiand the regulators of naval power in all coimtries. They determino 
Haestent amonsf the Dutch, to whom, even in the season of their greatest strength, 
[■tioa lawa were entirely unknown.** Vide Edinburgh Review, vol. ziT. 

Ambrican EDfToa. 

o 
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are, nevertheless, the result of previous human exerlion, and an ac- 
cession to the original value of the land,* 

This portion of his capital is little subject to wear and tear ; trifling 
occasional repairs will preserve it entire If the cultivator obtaui 
from the annual produce wherewithal to effect lliese repairs, tliii 
item of capita! is thereby preservable in perpetuity. 

Ploughs, and other farming implements and utensils, together 
with the animals employed in tillage, form another item of the culti- 
vator's capital, and an article of much quicker consumption, which, 
however, may in like manner be kept up and renovated, as occasion. 
may require, at the expense of ihc annual produce of the concern, 
and ihus be maintainca at its full original amounl. 

Finally, he must have stores of various kinds; seeds for his ground, 

{irovisioiis, fodder for his cattle, and food as well as money for hjj 
abourers' wages, &c.f Observe, that this branch of capital is totally 
decomposed once in the course of the year, at least ; and sometimes 
three or four times over. The money, grain and provisions of eve- , 
ry description disappear altogether ; but so it must necessarily be, 
and yet not an atom of the capital is lost, if the cultivator, aDer 
abstracting from the produce a fair allowance for the productive 
service of his land (rent) for the productive service of the capital 
embarked (interest) and for the productive service of the personal 
labour that has set the whole in motion (wages), contrive to make the 
annual produce replace the outlay of money, seed, live stock, &.c, 
even to the article of manure, so as to put himself in possession of a 
value equal to what he started with the preceding year. 

Thus we find, that capital may yet be kept up, though almost 
every part of it have undergone some change, and many r>arts be 
completely annihilated ; for, indeed, capital consists not in tliis or 
that commodity or substance, but in its value. 

Nor is it difficult to conceive, that if the estate be sufficienlly 
extensive, and managed with order, economv, and intelligence, the 
profits of the cultii'ator mav enable him to lay by a surplus, after 
replacing the entire value of his capital, and defraying tlie expenses , 
of himself and family. The mode of disposing of this surplus is of ; 
tlie utmost importance tn the community, and will be treated of in | 
the next chapter. All that is at present necessary is, to impress a I 

■* Arthur You nj, in his Vietn oflhe Agriculture of France, makes no estimile 
<jf this item of capital permanently vested In the Itinit of France within its oU j 
limiu ; but merely reekena it to be less than tlie capital so vested in Eng^liod, ia 
the proportion of 3Q Utrea toumou per English acre. So Ihat, in the very moda- 
rate supposition, that half as much capital is vested in permanent ameliaiatioD of 
the land in France as in Eng'tani!. the capital ea vcstcil in Old France, rectooed | 
at 7 dollars per acre, would amount, upon 131 millions of acres, to 817 miUlaaa \ 
of dollars lor this Item of French capital alone. [ 

I The same writer (Younff) estimates, thnt m France. '"■"-■ iwo lapl items of ) 
capital, viz. implements, beasts of husbandry, stores of pm' s, Sic. may faa | 

■et down tit 9 dollnrs per acre, one acre with another ; maki m ag^^re^te <f | 
1179 milliona of dollars; which, added to the former i .^, ows a tota] of | 

1996 millions of dollars, cnpitHl engaged in the BgT..-ui 1 , dustry of OH j 
Francn He estimates tJic same items of capital in li .wice as mucb 
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cbir coDviction, that the value of capital, though consumed, is not 
yet destroyedy wherever it has been consumed in such way as to re- 
produce itself; and that a concern may ^o on forever, and annually 
nnder a new product with the same capital, although that capital be 
IB I perpetual course of consumption. 

After tracing capital through its various transformations in the 
deptrtment of agriculture, it will be easy to follow its transforma- 
tion in the other two departments of manufacture and commerce. 

In manufacture, as weU as agriculture, there are some branches of 
capital that last for years; buildings and fixtures for instance, machi- 
nery and some kinds of tools ; others, on the contrary, lose their 
brm entirely ; the oil and pot-ash used by soap-makers cease to be 
gfl and pot-ash when they assume the form of soap. In the same 
manner, the drugs employed in dyeing indigo cease to be Brazil 
wood or annatto, as the case may be, and arc incorporated with the 
fabric they are employed in colouring. And so of the wages and 
fflaiDteoaoce of the labourers. 

In connmerce, almost the whole capital undergoes complete trans- 
onitation, and many items of it several times in the course of a year. 
A merchant exchanges his specie for woollens or jewellery, which is 
one change of form. He ships them for Turkey, and on the voyage, 
■ome more of his money is converted into the waces of the crew. 
The cargo arrives at Constantinople, where he sells the investment 
to tiie wholesale dealers, who pay him in bills upon Smyrna, which 
is a second metamorphosis ; the capital embarked is now in the shape 
of billsv which he makes use of in the purchase of cotton at Smyrna; 
a third transformation. The cotton is shipped for France and sold 
there, which completes the fourth change of form ; thus reproducing 
the capital, most probably with profit, under its original shape of 
French coin. 

It is obvious, that the objects capable of acting the part of capital 
are innumerable. If, at any given period, one wishes to know 
wbat the capital of a nation consisted of, it would be found composed 
of an infinity of objects, commodities and substances, of which it 
would be impossible to guess the aggregate value with any tolerable 
■accuracy, and of which some arc situated many thousand leagues 
from its frontiers. At the same time, it appears that the most in- 
significant and perishable articles arc a part, and often a very im- 
portant part, too, of the national capital; that although the items of 
capital are in a continual course of consumption and decomposition, 
it oy no means follows, that the capital itself is destroyed and con- 
somedf provided that its value be preserved in some other shai^e ; 
consequently, that the introduction or import of the vilest and most 
perishable commodities may be just as profitable as that of the most 
costly and durable — gold or silver; that, in fact, the former, are 
more profitable the instant they are more sought after; that the j^ro- 
docera themselves are the only competent judges of the transfonna- 
IfOOi export, and import, of these various matters and commodities; 
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and that every government which interferes, every system calculated 
to influence production, can only do mischief. 

There are concerns, in which the capital is completely renovated) 
and the work of production begun afresh, several times in the year. 
An operation of manufacture, that can be perfected and the product 
sold in three monihs, will admit of the capital being turned to 
account annually four times. It may be supposed that the profit 
each lime is less than when the capital is turned but once in twelve 
months. Were it otherwise, there would be four times the profit 
gained ; an advantage that would soon attract an overflow of capital 
in this particular channel, and lower the profit by competition. On 
the other hand, products that it requires more than a year to perfect, 
such as leather, must, over and above the oridnal capital, yield the 
profits of more than one year ; otherwise, who coula undertake to 
raise them t 

In the trade of Europe with China and the East Indies, the capi- 
tal embarked is two or three years before its return. Nor is it nfr 
cessary in commerce or in manufacture, any more than in agricul- 
ture, which has been cited as an example, that the capital should be 
realized in the form of money, to be entirely replaced. Merchants 
and manufacturers, for the most part, realize in this way the whole 
of their capital but once in their lives, and that is when they wind 
up and leave off" business. Yet they are at no loss to discover at any 
time whether their capital be enlarged or diminished, by referring to 
the inventory of their assets for the time being. 

The capital employed on a productive operation is always a mere 
advance made for payment of productive services, and reimbursed 
by the value of their resulting product 

The miner extracts the ore from the bowels of the earth; thft 
iron-founder pays him for it. Here ends the miner's production, 
which is paid for by an advance out of (he capital of the iron-found- 
er. This lailer nest smelts the ore, refines and makes it into ste«l, 
which he sells to the culler: thus is the production of the founder 
paid, and his advance reimbursed by a second advance on the part 
of the cutler, made in the price for the steel. This again the cutler 
works up info razor-blades, the price for which replaces his advance 
of capital, and at the same lime pays for his productive agency. 

It is manifest, then, that the value of the ultimate product, razoN 
blades, has been sufficient to replace all the capital successively em. 
ployed in its production, and, at the same time, to pay for the pro- 
duction itself; or rather, that the successive advances o'f capital havo 
paid for the productive services, and the price of the product has 
reimbursed those advances ; which is precisely the same thing as if 
the nfTgregate or gross value of the product had gone immediately 
le defray the charges of its production. 
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CHAPTER XT. 

or TBS rOSMATION AND MULTIPLICATION OF CAPITAL. 

Ii the foregoing chapter, I have shown how productive capital, 
tfaoDgh kept, during the progress of production, in a continual state 
of emplo3rnientt and subject to perpetual change and wear, is yet 
ultimately reproduced in full value, when the business of production 
iiit in end. Since, then, wealth consists in the value of matter or 
■ktance, not in the substance or matter itself, I trust my readers 
iiive clearly comprehended, that the productive capital employed, 
Dotwilhstanding its frequent transmutations, is all the while the same 
cautaL 

It will be conceived with equal facility, that, inasmuch as the value 
pnxluced has replaced the value consumed, that produced value may 
oe equal, inferior, or superior in amount, to the value consumed, 
iccordiDg to circumstances. If equal, the capital has been merely 
Rjilaced and kept up ; if inferior, the capital has been encroachecl 

J do; but if superior, there has been an actual increase and accession 
capitaL This is precisely the point to which we traced the culti- 
'•tor, cited by way of an example in the preceding chapter. We 
Kippoaed him, after the complete re-establishmcut of his capital, so 
» to put him in a condition to begin the new ycar*s cultivation with 
^JQal means at his disposal, to have netted a surplus produce beyond 
iss consumption of some value or other; say of 1000 dollars. 

Now, let us observe the various methods, in which he may dispose 
oThis surplus of 1000 dollars; for simple as the matter may appear 
to be, there is no point upon which more error has prevailed, or 
which has greater influence upon the condition of mankind. 

Whatever kind of produce this surplus, wliirh we have valued at 

1000 dollars, may consist of, the owner may exciiangc it for gold or 

dver specie, and bury it in the earth till he wants it again. Does 

the national capital suflcr a loss of 1000 dollars by this operation ? 

Cnrtainly not ; for we have just seen, that the value of that capital 

Was before completely replaced. Has any one been injured to that 

amount T By no means ; for he has neither robbed nor cheated any 

body, and has received no value whatever, without giving nn cquiva- 

lenL It may be said, perhaps, he has given wheat in exchange for 

the dollars he has thus buried, which wheat was very soon con- 

■umed; y^t the 1000 dollars still continue witlidrawn from the 

cmpital of the community. But I trust it will be recollected, that 

wneat« as well as silver or gold, may compose a part of tiie national 

ca|ntal; indeed, we have seen that national capital must necessarily 

conaistf in a great measure, of wheat and such like substances, liable 

to either partial or total consumption, without any diminution of 

c«|»tal thereupon ; for, in short, that reproduction completely replaces 

the value consumed, including the profits of the producers, whose 

10 
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productive agency is part of the value consumed. Wl erefore, tha 
instant ihat the cultivator has fully replaced his ca^..-l, and begins 
again with the same means as hefore, the 1000 dollars may be 
thrown into the sea without reducing (he national capital. 

But let U3 trace the disposal of this surplus of 1000 dollars to 
every imaginable destination. Suppose, for instance, that instead of 
being buried, they have been spent by the cultivator upon an elegant 
entertainment. In (his case, this whole value has been destroyed in 
an afternoon; a sumptuous feast, a ball, and fireworks, will have 
swallowed up the whole. The value thus destroyed exists no longer 
in the community : it no longer forms an item in the aggregate of 
wealth; for those persons, into whose hands the iden I ical pieces of 
silver have come, nave given an equivalent in wines, refreshments, 
eatables, gunpowder, &c., all which values are reduced to nothing; 
the gross national capital, however, is no more diminished in this 
case than in the former. A surplus value had been produced ; and 
this surplus is all that has been destroyed, so that things remain just 
as they were. 

Again, suppose these 1000 dollars to have been spent in the pur- 
chase of furniture, ptale, or linen. Still there is no reduction of 
national productive capital; although it must be allowed there is no 
accession ; for in this case, nothing more is gained than the additional 
comforts the cultivator and his family derive from the newly pur 
chased moveables. 

Fourthly and lastly, suppose the cultivator to add this excess ot 
1000 dollars to his productive capital, that is to say, to re-employ it 
in increasing the productive powers of his farm as circumstances 
may require, in the piu^chasc of more beasts of husbandry, or the 
hire and support of more labourers ; and in consequence, at the end 
of ihc year, to gather produce enough to replace the full value of tiie 
1000 dollars, with a profit, in such manner, as to make them capable 
of yielding a fresh product the year after, and so on every year to 
eternity. It is then, and then only, that the productive capital of the 
community is really augmented to that extent. 

It must on no account be overlooked, that, in one way or other, a 
saving such as that we have been speaking of, whether expended 
productively or unproductively, still is in alt cases expended and 
consumed ; and tliis is a truth, that must remove a notion extreme^ 
false, though very much in vogue — namely, that saving limits atn 
injures consumption. No act of saving subtracts in the least from 
consumption, provided the thing saved be re-invesled or restored to 
productive employment. On the contrary, it gives rise to a con- 
sumption perpetually renovated and recurring ; whereas there is oo 
repetition of an unjiroductive consumption, (o) 

(a) On thn aubjecl of saving, Siimrmdi, and after him our o\ Malthus, htn 
adopted a diifercnl opinion. According to them, the powers ol |irodiiction hwe 
alrauly outrun the desire and the ability to consume ; consequontly, every thing 
Ihat tcmla to reduce thnt de?irc is injurious, because it is nlreody too inert far 
the interests of production. Wherefore, iDaamuch as the desire of accuinuUliaa 
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It must be observed, too, that the form in Avhich the value saved 
ived and re-employed productively, makes no essential differ- 

The saving is made with more or less advantage, according 

to the circumstances and intelligence of the person making it. Nor 
is there any reason why this portion of capital should not nave been 
accumnlatedy without ever having for a moment assumed the form of 
qiecie. It may be that an actual product of the farm has been saved 
udresownor planted, without having undergone any transmutation ; 
perhaps the wood, that mii^ht have been useid as firing to warm su- 
perfluous apartments, may nave been converted into palings or other 
carpenter's work ; and what was cut down in the first instance as an 
item of revenue, be so employed, as to become an item of capital. 

Now, the only way of augmenting the productive capital of indi- 
viduals, as well as the aggregate productive capital of the community, 
is by this process of saving ; in other words, of rc-employing in pro- 
duction more products created than have been consumed in their cre- 
ation. Productive capital cannot be accumulated by the mere scra- 
png together of values without consuming them; nor any otherwise, 
than by withdrawing them from unproductive, and devoting them to 
xeprochictive consumption. There is nothing odious in the real 
picture of the accumulation of capital ; we shall presently see its 
happy consequences. 

is the direct opposite of tliat of consuniption, it muBt of necessity bo injurious in 
the highest degree. On these principles, it might be proved without difficulty, 
tibit the YnAmXxXj of public autliority, war, or the poor law of England, is a 
Mtiooftl benefit: for all of them stimulate con.^umption. Indeed they leave their 
Widgn to draw this inevitable conclusion ; for they maintain in plain terms, that 
the eDlargement of the productive powers of man, by the use of machinery or 
otherwise, makes the existence of unproductive consumers a matter, not of mere 
poenbility or probability, but of actual necessity and expedience. {Vide Sis^ 
momii, Ntmv. Prin. liv. ii. c. 3. and liv. iv. c. 4. Malthus, Prin. of Pol. Econ,) 
TheM maxims would justify the prodi^lity of liouis XIV. of France, and of the 
Pitt system of England. But fortunately they are erroneous; and if the contrary 
■nnciplei laid down by our author here and v\frd. Chap. XV., needed further 
Ulastntioo or support, they have been rendered still more clear and convincing 
hf his /ecent Lettret d M. Malthus. — It is true, tiiat the enlargement of pro- 
octiTe power naturally leads to tlie multiplication of unproductive consumers: 
whvl bectnae the desire of barren consumption, instead of being inert, is always 
•dive in the human breast But that multiplication is not necessary ; fcr the 
COBBomer may be made a producer, if not of material, at least of i.iimaterial pro- 
dndts^ which latter arc capable of infmitely more multiplication and variety, as 
Wiril as of more general diffusion than material prrxlucts. While tiiis tield ro- 
muns open, a national administration never need despair of finding occupation 
ftr the human labour supplanted by m&cliinery. And what is the parsimony of 
nodem days! It is not tiic hoarding of coin or other valuables, which, though 
Mour author observes, it subtracts notliincr fnun tho national capital, is yet a 
wuaal miwhieC because it suspimds the utility of an existing product, or at any 
lite, prrvcnts it from yiirlding the human frratification, which its barren con« 
■■nptififi would aflbrd. Tho accumulations of the miser are now cither vested in 
iqnin tiictien which is beneficial, or in the ownership of the sources of produc 
CioOt l*ui *, &c. &C. which it inattfT;* not to public wealth who may be p^yssessed 
eC or in iJic incumbrances of those sources, mortgages, national funds, d:c. die, 
srUcb are but portions of that ownersiiip, and to which llie same observation 
T. 
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The form under which national capital is accumi ted, is com- 
monly determined by tlie respective geographical p< ion, the moral 
character, and the peculiar wants of each nation- The accumula- 
tions of a society in its early stages consist, for the most part, of 
buildinys, implements of husbandry, live stock, improvemento of 
land ; lliosc of a manufacturing people chiefly of raw materials, or 
such as are still In the hands of its workmen, in a more or less 
finished slate; and In some part, of tlie necessary manufacluritv 
tools and machinery. In a nation devoted to commerce, capital la 
mostly accumulated in the form of wrought or unwrought goods, 
that have been bought by the merchant for the purpose of re-sale. 

A nation that at the same time directs its energies to all three 
branches of industry, namely, agriculture, manufactures, and coin* 
merce, has a capital compounded of all three different forms of pro- 
duction ; of that amazing quantity of stores of every kind, that we 
find civilized society actually possessed of; end which, by the intel- 
ligent use that is made of ihem, are constantly renovated, or even 
increased, in spile of their enormous consumption, provided that the 
industry of the community produces more than is destroyed by its 
consumption. 

I do not mean to say, that each nation has produced and laid by 
the identical article thai composes its actual capital. Values, in some 
shape or other, have been produced and laid by ; and these, throi^ 
various transmutations, have assumed the form most convenient lor 
the time being. A bushel of wheat saved will feed a mason as well 
as a worker in embroidery. In the one case, the bushel of wheat 
will be reproduced in the s^ape of the masonry of a house ; in the 
other, under that of a laced suit 

Every adventurer in industry, that has a capita] of his own em- 
barked in it, has ready means of employing his saving productively; 
if engaged in husbandry, he buys fresh parcels of land ; or, by judi- 
cious outlays and improvements, augments the productive powers of 
what already belongs to him ; if in trade, he buys and sells a greater 
quantity of merchandise. Capitalists have nearly the same advan- 
tage : they invest their whole savings in the same manner as their 
former capital is invested, and increase it pro tanto, or look out for 
new ways of investment, which they are at no loss to discover} for 
the moment they are known to be possessed of loose funds, they 
seldom have to wait for propositions for the employment of them; 
■whereas the proprietors of lands let out to farm, and individuals that 
live upon fixed income, or the wages of their personal labour, hare 
not equal facility in the advantageous disposal of their savings, and 
can seldom invest them till they amount to a good round smn. 
Many savings are therefore consumed, that might otherwise have 
swelled the capitals of individuals, and consequently of the nation lU 
large. Banks and associations, whose object is to receive, collect, 
and turn to profit the small savings of individuals, arc consequently 
very favourable to the multiplication of capital, whe ver they vn 
perfectly secure. 
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The increase of capital is naturally slow of progress: for it can 
never take place ^^^ithout actual production of value, and the cj'eation 
of Talne ia the work of time and labour, besides other ingredients.* 
Since the producers are compelled to consume values all the while 
thejr ue engaged in the creation of fresh ones, the utmost they can 
accumohte» that is to say, add to reproductive capital, is the value 
they produce beyond what they consume ; and the sum of this sur- 
plus 18 all the additional wealth that the public or individuals can 
acquireu The more values are saved and reproductively employed 
in the year, the more rapid is the national progress towards pros- 
perity. Its capital is swelled, a larger quantity of industry is set in 
motion, and saving becomes more and more practicable, because the 
additional capital and industry are additional means of production. 

Every saving or increase of capital lays the groundwork of a 
perpetual annual profit, not only to the saver himself, but likewise to 
all those whose industry is set in motion by this item of new capital. 
It is for this reason that the celebrated Adam Smith likens the frugal 
man* who enlarges his productive capital but in a solitary instance, 
to the founder of an almshouse for the perpetual support of a body 
of labouring persons upon the fruits of tncir own labour; and on the 
other hand, compares the prodigal that encroaches upon his capital, 
to the roguish steward tliat should squander the funds of a charitable 
institution, and leave destitute, not merely those that derived present 
Mibsistence from it, but likewise all who might derive it hereafter. 
He pronounces, without reserve, every prodigal to be a public pest, 
and every careful and frugal person to be a benefactor of society .f 

It is fortunate, that self-interest is always on the watch to preserve 
the capital of individuals ; and that capital can at no tiiDc be with- 
drawn from productive employment, without a proportionate loss of 
revenue. 

Smith is of opinion, that, in every countrj-, the profusion and igno- 
rance of indiviauals and of the public authorities, is more than com- 
pensated by the prevalent frugality of the people at large, and by 

*Tlie nvingB of a rich contractor, of a swindler or clirnt, of a royal favourite, 
■rtawttfd with ffnnts, pensions, and unmerited emoluments, are actual accumu- 
liiaooi of capitu, and are aometimes made with facility cnouj^h. But the valued 
IfaiM ■nw— "'^ by a privileged few, are, in reality, the product of tho labour. 
apital, and land, of numbers, who mi^ht thcinselvos have made the saving', and 
~ it to their own account, but for the spoliation of injustice, fraud, or vio- 



f WetUk of Nations, b. ii. c. 3. liord Tiauderdalc, in a work entitled," Enquiry 

ike Naiureand Oriif in of Public Wiallh,"* has proved, to his own conviction, 

ia oppoaition to Smith, tliat the accumulation of capital is adverse to the mcreasi^ 

ofiraBltli: grounding his argument on tlie petition that t^uch accumulation with- 

flxxn circulatioa values which would be serviceable to industry. But this 

ii untenable. Neither productive capital, nor the additions made to it, 

witbdnwn from circulation : otherwise thry would remain inactive, and yield 

profit whatever. On the contrary, tlic adventurer in industry, who mukoft 

of it. employs, disposes of, and wholly consumes it, but in a way that re- 

itv end that with profit. I have noted tliis error of his lordbhip, liecausc 

been made the basis of other works on political economy, which abound 

in ftke eoaclnaioni, having act out on this fiilse principle. 

10* P 
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their careful atttcntion to their own interests.* At least it seems 
undeniable, that almost all (he nations of Europe are at this moment 
advancing in opulence ; which could not be the case, unless each of 
them, talicn in the aggregate, produced more than it consumed 
onproductively.'t" Even the revolutions of modem times appear to 
have been ratner favourable than otherwise to the progress of opu- 
lence ; for they are no longer, as in ancient days, followed by con- 
tinned hostile invasion, or universal and protracted pillage ; whereas, 
on the other hand, they have commonly overthrown the barriers of 
prejudice, and opened a wider field for talent and enterprise. But 
it is still a question, whether this frugality, which Smith gives indi- 
viduals credit for, he not, in the most numerous classes of society, a 
forced consequence of a vicious political organization. Is it true, 
that those classes receive their fair proportion of the gross produce, 
in return for their productive exertions? How many individuals 
live in constant penury, in the countries considered as the most 
wealthy I How many families are there, boih in town and country, 
whose whole existence is a succession of privations ; who, with every 
thing around them to awaken their desires, arc reduced to the satis- 
faction of the very lowest wants, as if they lived in an age of the 
grossest barbarism and national poverty ! 

Thus I am forced to infer, that, though unquestionably there is an 
annual saving of produce in almost all the nations of Europe, this 
saving is extorted much more commonly from urgent and natural 
wants, than from the consumption of superfluities, to which policy 
and humanity would hope to trace it. Whence arises a strong sus- 
picion of some radical defect in the policy and internal economical 
systems of most of their governments. 

Again, Smilh thinks that the moderns are indebted for their com- 
parative opulence, rather to the prevalence of individual frugality, 

• Wealth of Naliont, b. ii. c. 3. 

■f Ejtcppt during the continiinnce of niinoiiH wars, or cKcessive public extlm- 
vagnnce, such as occured in France under the dotnination af Napoleon. It can* 
not be doubted, that, at that disaEtrous pr^riod of her historr, even in the momenta 
of her most brilliant military BUCceaiTCe, the amount of capital dilapidatei) excMl- 
rd tliR ngpregale or savinge. Requisitions and Ihe Iikvoc of war, in addition to 
the compulsory expenditure of individuals, and the pressure of exorbitant tuor 
tiun, must unquestionably have destroyed more values than the exertions at 
individual economy could devote to reproductive investment. This soTereign, 
wliolly ignorant of political economy himself, and consequently affecting lo 
despise its sug'gestions, encouraged his courtiers, like Eiimsclf, tn squander the 
enormous revenues derived from his (avour, in the apprehension that wea)th 
might make them independent. (1) 

(1) [We are told by Dr. Bowrincr and Mr. Villiers. in their ' bio report on 

the Commercial Relnlinns between France and Great Britain, i ished durinf 

the present year (1?34), Ibat the t>cst aulhoritica a^rce in di rlnj; tliat ^ 

national riches of Fmnce were greatly diminished by Ihe 1 i Regime^ ud, 

probably, a much larger amount was sacrificed in increaseu ;eH ■'■■■' 
ed trade than was lost by the more direct opertilion of N leun's 
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Ihma to the enlargement of productive power. I admit, that some 
ahmrd kinds of profusion are niMrc rare now-a-days than Ibnnorly ;* 
bat it should be recollected, that sucti profusion can never bo prac- 
tised, except by a ver^- small number of |x;rsons; and if wo take 
the pains to consider how widely the cnjovmcnt of a more abundant 
and varied consumption is ditiuscil, particularly among the middle 
dasaes of society, I think it will be found, that consumption and fru- 
gab'ty have increased both together: for they are by no means incom- 

Stible. How many concerns arc tliere in'cvery branch of industry, 
It, in times of prosperity, yield enough produce to the adventurers 
to enable them to enlarge both their expenses and their savings T 
What is true of one particular concern, may possibly 1x3 true of the 
national production in the aggregate. The wealth of France was 
progressively increasing during the first forty years of the reign of 
Loins XIV., in spite of the profusion, public and private, that tlie 
splendour of the court occasioned. The stimulus given to produc- 
tioa by Colbert, multiplied her resources faster than the court squan- 
dered them. Some people supposed, that this very prodigality was 
the caose of their multiplication ; the gross lallacy of which notion 
is demonstrated by the circumstance, that after the death of that 
minister, the extravagancies of the court continuing at the same rate, 
and the progress of production being unable to keep pace with thoni, 
die kingdom was reduced to an alarming state of exhaustion. The 
ekae of that reign was the most gloomy that can be imagined. 

After the death of Louis XI\\, the public and private expendi- 
ture of France have been still further increasing ;t and to me it ai»- 

•It h not, however, to bo supposed, that tho intomnl pronomy of ancient and 
of modem itates is so widely diflTerent as s*>me inny Iip Uh\ to inioirinp. There 
m a striking nmilarity between the rise and tall of tho opulent cities of 1\vre, 
CartiMfBi and Alezuidria, and those of the Venetian, F^lorentino, Gunoeste, and 
Dutch repoblica. The same cause must ever be attended with tlie same effect 
We TBttd of the wonderful riches of Cra^sus, kinjj of Ly<lia, even before hia 
amqiwit of aome nei(;hl)ourin;:r statet:: whonce we may inf«*r, that the Lydians 
WOTB ui indostrious and fru^^l peoplo; fcir a kinpr can draw his resonrcos H4^1oly 
fiam hit nibjects. The dry Mudy of political economy would lead to this infer- 
flBce; but it happens to be al^ confinned by the historical testimony of Justin, 
who ealb the Lyaian^ a poople once powerful in the resources of industry ; {trnis 
luAiffHd quandam potcnx ;) an<I jrives a notion of their enterprising diameter, 
he tells us that Cyrus did not complete their suhjuj;ration, until he had 
Bd them to indolence, i:famin(]r and debauchery. {Jutmiffue cauponiat et 
artea et lewtcinia excrcere.) It is clear, tiierefore, that they must havo 
been possessed of the opposite qualities. Had Cncsus not taken a turn 
Ibr pomp and military renown, ho would prulxibly have remainiMl a powerful 
noDUch, instead of ending his days in [nisfI»rtuno. The art of connectin;:^ cause 
with uflSact, and the rtudy of political economy, arc probably a.s conducive to tho 
pwMp fl welikre of kinfi^g, as to tliat of their subjocts. 

J Hub increase of cxpenilitu re has not beenaltoiifctlior nominal, and conseqm^n- 
noo the reduction in the standard of the j^ilver coina<;e of F\anre ; a creator 
q^uAtj and variety of pnKlucts were c(msumed, and those of a lN>ttor and more 
OfBHlfe quality. Ana thounfh refinetl silver is now intrinsically worth noarly 
wmnch M in the days of L/mis XIV., since the same weight of silver is (^ivon 
m mme quantity of wheat; vet the same ranks of society now actually et- 
nora nlfer in weight as well as in denomination. 
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pears indisputable, that lier national wealth lias advanced likewise : 
Smith hiinsdf admits tliat it did ; and what is true of France is so of 
most of the other slates of Europe in some degree or other. 

Turgol* falls in with Smith's opinion. He expresses his belief, 
that frugality is more generally prevalent now than in former times, 
and gives the following reasons : thai, in most European countries, 
tlie interest of money was, on the average, lower than it had ever 
before been, a clear proof of the greater abundance of capital ; there- 
fore, that greater frugality must liave been exerted in the accumula- 
tion of that capital than at any former period ; and, certainly, the 
low rate of interest proves the existence of more abundant capital ; 
but it proves nothing with regard to the manner of its acquirement; 
in fact, it may have been acquired just as welt by enlarged produc- 
tion as by greater frugality, as I have just been demonstrating, 

However, I am far from der^-ing, that in many particulars, the 
moderns have improved the art ofsaving as well as that of producing. 
A man is not easily satisfied with less gratifications than he has been 
accustomed to; but there arc many which he has learnt to procure 
at a cheaper rate. For instance, what can be more beautiful than the 
coloured furniture papers that adorn (he walls of our apartments, 
combining the grace of design with tlie freshness of colouring 1 For- 
merlj', many of those classes of society that now make use of paper 
hangings, were content with whitewashed walls, or a coarse ill-exe- 
cuted tapestry, infinitely dearer than tlie modern paperings. By the 
recent discovery of the efficacy of sulphuric acid in destroying the 
mucilaginous articles of vcgeiahle oils, they have been rendered 
serviceable in lamps on the Argand principle of a double current of 
air, which before could only be lighted \vilh fish oil, twice or thrice 
as dear. This discovery lias of itself placed the use of those lamps, 
and the fine light they give, within reach of almost every claas.f 

For this improvement in frugality, we are indebted to the advances 
of industry, which has, on the one hand, discovered a greater number 
of economical processes ; and, on tlie other, everywhere solicited 
the loan of capital, and tempted the holders of it, great or small, hy 
better terms and greater security. In times when little industry 
existed, capital, being unprofitable, was seldom in any other shape 
than that of a hoard of specie locked up in a strong box, or buried in 
the earth as a reserve against emergency : however considerable to 
amount, it yielded no sort of benefit whatever, being in fact little 
else than a mere precautionary deposit, great or small. But the 
moment that this hoard was found capable of yielding a profit pro- 
portionate to its magnitude, its possessor had a double motive for 
mcreasing it, and that not of remote or precautionary, but of actual, 

* Reflex sur la Form, el la Dislnb. dei Rich. } 81. 

f It is to be feared, that (a^sation will ultiniatcly deprive the c iDcner of tha 
ndvanlage of such improvementB. The increHse of ihe int' ai ibxps (JroiU 
reunii), of the stamps on patents, of the taxes and i ei Ll!ecting the 

internal tronsport of commodities, have already brouffhi i y ; ■•■' iheae veg» 
t&ble oils atmost lo a par with the article the; bad so lici^ekii;ia - luppluited 
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immediate benefit; since the profit yielded by the capital mi^hT» 
witbout th^ least diminution of it, be consumed and procure addi- 
tional gratifications. Thenceforward it became an object of greater 
and more general solicitude than before, in those that had 2ione to 
create, and in those that had one to augment, productive capital; and 
a capital bearing interest began to be regarded as a property c(}ually 
locrativey and sometimes equall}* substantial with land yielding rent. 
To such as regard the accumulation of capital as an evil, insomuch as 
it tends to aggravate the inequality of human fortune, I would sug- 
gest, that, if accumulation lias a constant tendency to the multiplying 
of large fortunes, the course of nature has an equal tendency to divide 
them again. A man, whose life has been s|H3nt in augmenting his 
own capital and that of his country, must die at last, and the succes- 
sion rarely devolves upon a sole Fieir or legatee, exccj)t where the 
national laws sanction entails and the right of primogeniture. In 
countries exempt from the baneful influence of such institutions, 
where nature is left to its own free and beneficent action, wealth is 
naturally diffused by subdivision through all the ramifications of the 
social tree, carrying health and life to the furthest extremities.* 
The total capital of the nation is enlarged at tlie same time that the 
camtal of individuals is subdivided. 

Thus, the growing wealth of an individual, when honestly acquired 
and reproductively employed, far *from being viewed with jealous 
eyes, ought to be hailecl as a source of general prosperity. I say 
honestly acquired, because a fortune amassed by rapine or extortion 
is no addition to the national stock ; it is rather a portion of capital 
transferred from the hands of one man, where it already existed, to 
those of another, who lias exerted no productive industry. On the 
contrary, it is but too common, that wealth ill-gotten is ill-spent al?o. 

The faculty of amassing capital, or, in other words, value, I appre- 
hend to be one cause of the vast sujKjriority of man over the brulc 
creation. Capital, taken in the aggre^^ate, is a j)owerful engine con- 
rigncd to the use of man alone, lie can direct towards any one 
diannel of employment the successive accumulations of many gene- 
rations. Other animals can coinmand, at most, no more than their 

* It ii to be regretted that people should be eo little attentive to merit in their 
twlHmiiifiry dispositionsL There is always a de^ee of discredit thrown upon 
the mtaorj of a testator, by his bounty to un unworthy object; and, on the con- 
tniTf nothing endears him more to tlio survivors than u brqiiest dictated by public 
■pint, or Ihe JOVG of private virtue. The Hiundation of a hospital, of an establish- 
ment fcr the education of the pfxir, of a perjM'tual premium tor ^ood notions, or a 
beqeeat to a writer of eminent merit, extends the inHiirnce of the wealthy beyonc^ 
the limits of mortality, and enrols bin name in the records of honour, (a) 

(a)Thia laudable ambition is always proportionate to the wealth, the civil 
Ubertjt Aod the intr;lli£ronce of a nation. In Hii;;land, scarcely a year pa&^Kes 
over our beada without more than one instance of useful ond extensive muni- 
iecnee. The beauesta to the elder Pitt, to \Vi]l)ern>rce, and other public men, 
the frequent fbunJations and enlar;;enientH of institutions of relief or education, 
reflect equal honour on the character of the nation, and the memory of the indU 
fidnli. T. 
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respective individual accumulations, scrap* the course 

of a few days, or a season at the utmost, w. _:.. . ' jr amount 

to any thing considerable : so that, granting them a degree of intel- 
ligence they do not seem possessed of, thai intclligcuce would yet 
remain ineffectual, for want of the materials to set it in motion. 

Moreover, it may be remarked, that the powers of man, resulting 
from the faculty of amassing capital, are absolutely indefinablej 
because there is no assignable limit to the capital he may^accumu- 
late. with the aid of lime, industry, and frugahty 

// 
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We have seen above, that values once produced may be devoted, 
cither to the satisfaction of the wants of those who have acquired 
them, or to a further act of production. They may also be with- 
drawn both from unproductive consumption and from reproductivfl 
employment, and remain buried or concealed. 

The owner of values, in so disposing of them, not only deprives 
himself of the self-gralification he might have derived from their 
consumption, but also of the advantage he might draw from the 
productive agency of the value hoarded. He furthermore withholds 
from industry the profits it might make by the employment of that 
value. 

Amongst abundance of other causes of the misery and weakness 
of the countries subjected to the Ottoman dominion, it cannot be 
doubted, that one of the principal is, the vast quantity of capital 
remaining in a slate of inactivity. The general distrust and uncer- 
tainty of the future induce people of every rank, from the peasant 
to the pacha, to withdraw a part of their properly from the greedy 
eyes of power: and value can never be invisible, without being inac- 
tive. This misfortune is common to all countries, where the govern- 
ment is arbitrary, though in different degrees proportionate lo the 
severity of despotism. For the same reason, during the violence of 
political convulsions, there is always a sensible contraction of capital, 
a stagnation of industry, a disappearance of profit, and a general de- 
pression while the alarm continues : and, on the contrary, an instan- 
tanertus energy and activity highly favourable lo public prosperity, 
upon the re-establishment of confidence. The saints and madonoaa 
of superstitious nations, the splendid pageantry and richly decorated 
iaols of Asiatic worship, gave Ufe to no agricultural or manufacturing 
enterprise. The riches of the fane and the time k in ndomtion 
would really purchase the blessings that barren p ers can never 
extort from the object of idolatry. There is a gi d al of inert 
capital in countries, where the national habits leaa to e extended 
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of the nedoui metals m furDiture, clothes, and decoratious. 
Tlie mUj aanintaoo bestowed by the lower orders on the display 
of anch idb mad improductire finc'ry, is hostile to their own interests. 
For ths opakot individual, who vests 20,000 dollars, in gilding, 
platOp and tbe splendour of his establishment, has it not to lay out at 
inleiertt and withdraws it from the support of industr}- of any kind. 
Tbe nation loses the annual revenue of so much capital, and the 
annoal profit of tbe industry it might have kept in activity. 

Hitherto we have been considering tliat kind of value only, which 
is capable, after its creation, of being, as it were, incorporated witli 
matter, and preserved for a longer or shorter period. But all the 
Tallies producible by human industry, iiave not this quality. Some 
there are, which must have reality, because they are in high estima- 
tion, and purchased by the exchange of costly and durable products, 
which nevertheless have themselves no durability, but perish the 
moment of their production. This class of values I shall define in 
the ensuing chapter, and denominate immaterial products.* 



CHAPTER XIIL 

DIMATEIIAL PEODUCTO. OR VALUES CONSUMED AT THE MOMENT Of 

PRODUCTION. 

A PBTSiciAir goes to visit a sick person, observes the symptoms 
of disease, prescribes a remedy, and takes his leave without de[X)sit- 
ing any product, that the invalid or his family can transfer to a third 
pemn, or even keep for the consumption of a future da v. 

Has the industry of the physician been unproductive 1 Who can 
for a moment suppose so ? The patient's life has been saved |ierhnps. 
Was this product incapable of becoming an object of barter? By 
DO means: the phvsician*s advice has been exchanc^cd for his fee; 
bat the want of this advice ceased the moment it was given. The 
act of giving was its production, of hearing its consumption, and 
the consumption and production were simultaneous. 

This is what I call an immaterial product. 

The industry of a musician or an actor yields a i)roduct of tlic 
same kind : it gives one an amusement, a pleasure one can not pos- 
sibly retain or preserve for future consumption, or as the ohjc<*t of 
barter for other enjoyments. This ]>leasure has its jirice, it is true: 



It was my first intention to call these perighahh pniductd, Imt thirt torrn 
be eqiullj applicable to products of a niHterial kiud. hUranafrrafde 
would be equallj incorrect, for this class of products doezi pass from ttio pn>- 
to tbe consumer. The word tratmient dix.'s not exclude all idea of dura 
vbslever, neither docs the ivord momentary. 
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but ii has no further existence, except perhaps in the memory, ana 
no exchangeable value, after the instant of its production. 

Smith will nol allow the name of products to the resuhs of these 
branches of industry. Labour so bestowed he calls unproductive; 
an error he was led into by his definition of wealth, which he defines 
to consist of things bearing a value capable of being preserved, 
instead of extending the name to ail things bearing excnangeable 
value : consequently, excluding products consumed as soon as created. 
Theindustry of the physician, however, as well as that of the public 
functionary, the advocate or the judge, which arc all of them of the 
same class, satisfies wants of so essential a nature, that without those 

firofessions no society could exist. Are not, then, the fruits of their 
abour real? They are so far so, as In be purchased a( the price of 
other and material products, which Smith allows to be wealth ; and 
ty the repetition of this kind of barter, the producers of immaterial 
products acquire fortunes.* 

To descend to items of pure amusement, it cannot be denied, that 
the representation of a good cumedy gives as solid a pleasure as a 
Iwx of comfits, or a discharge of fire-worlis, which are products, 
even within Smith's dcfiniiion. Nor can I discover any sound rea- 
son, why ihi; talent of the painter should be deemed productive, 
and not ihe laieiil of the musician."f 

Smith himself has exposed the error of the economist in confining 
the term, wealih, to the mere value of the raw material contained 
in each product; he advanced a great step in political economy, by 
dcmonslmtin^ wealth to consist of the raw material, plus the value 
lidded to it hy industry ; but, having gone so far as to promote to 
llic rank of wealth an abstract commodity, value, why reckon it as 
nothing, however real and exchangeable, when not incorporated in 
inatterT This is the more surprising, because he went so far ss to 
treat of labour, abstraclcd from the matter wherein it is employed; 
to examine the causes which operate upon and influence its value; 
and even lo propose that value as Uic safest aud least variable mea- 
sure of all other vaiues.J 

The nature of immaterial products makes it impossible ever to 
accumulate (hem, so as lo render ihcm a part of the national capital. 
A people containing a host of musicians, priests, and public func- 
tionaries might be abundantly amused, wcl! versed in religious 
doclrines, and admirably governed; but that is alL lis capital 
wnuki receive no direct accession from the total labour of all tKese 
individuals, ihough industrious enough in ihcir rcspcclive vocationi, 
i.iccause llicir products would be consumed as fast as produced. 

• Wliereliire ife Yrrri }a wronjj in nBscrtintr, llist the nccipations of the tof*- 
ittiS-n, llie maRialmle, llw snlJier, and (he priest. Ho not fail wtthin the cc^tumdc* 
cT political ecanomy. (iMnlitaiimti ttiHa EconoMia PoHliea, J 34.) 

t Tills error has alrcrady boen pohited out bf M Germain Oonmr, in the mtM 
to 1il>< Frrnch tranalation of Smith. 

1 Some writers, who hive prohsbiy taheii but a cursory »iew of the posilioM 
here Uid down, still pcreLst in Eettln^ duuD the producen of inunateno) produrli 
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ComecpeiiUy, nothing is gained on (he score of public prosperity, 
hy mgemaaAy creating an unnatural demand for tJie labour of any 
of these professions; the labour diverted into that channel of produc- 
tiou can not be increased, without increasing the consumption also. 
If this c<Nisainption yield a gratification, then indeed we may console 
ourselves for tne sacrifice ; but when that consumption is itself an 
evil, it roust be confessed the system which causes it is deplorable 



This occurs in practice, whenever legislation is too complicated. 
The study of the law, becoming more intricate and tedious, occupies 
more persons, whose labour must likewise be better paid. What aoes 
society gain by this? Are the respective rights of its members bet- 
ter protected T Undoubtedly not : the intricacy of law, on the con- 
trary, holds out a great encouragement to fraud, by multiplying the 
chances of evasion, and ver^' rarely adds to the solidity of title or of 
rieht The only advanta^ is, the greater frequency and duration of 
smts. The same rcasonmg applies to superfluous offices in the pub- 
lic administration. To create an office for the administration of what 
ought to be left to itself, is to do an injur}- to the subject in the 
first instance, and make him pay for it afterwards as if it were a 
benefit* 

Wherefore it is impossible to admit the inference off M, Garnier, 
that because the labour of physicians, ]a\\'}'cr$, and the like, is pro- 
ductive, therefore a nation gains as much by the muhii)Iication of that 
daas of labour as of any other. This would be the same as bestow- 
ing upon a material product more manual labour than is necessary 
for its completion. The labour productive of immaterial products, 
like every other labour, is productive so far only as it augments the 
utility, and thereby the value of a product : l>oyond this point it is a 
purely unproductive exertion. To render the laws intricate pur- 
posely to give lawyers full business in expounding them, would be 
eqoafly absurd, as to spread a disease that doctors may find practice. 

Immaterial products are the fruit of human industry, m which 
term we have comprised every kind of productive labour. It is not 
so easy to understand how they can at the same time be the fruit of 
capital Yet these products are for the most part the result of some 
tabnt or other, which always implies previous study ; and no study 
can take place without advances of capital. 

Before the advice of the physician can be given or taken, thephy- 



tbe unproductive labourers. But it is vain to strufjr^rle afrainat the 
mtan of thinga. Those at all conversant with the science ot'pohtical economy, 
•re compelled lo vield involuntary hoina^ to it:» principles. Thus Sismondi^ 
slier having apoken of the values expended in tlie wa/^Rs of unproductive 
iKboorerai goes on to my, " Ce foni den Consummations rapides qui suivent immr- 
diai€meni la production,^ yonv. Prinr. torn. ii. p. 203; adinittinjjr a production 
Vf Ihon be bad pronounced to be unproductive ! 

* What, then, are we to tliink of those who assert in substance, if not in 
VOida, that auch a formality or such a tax is productive of one benefit at leastt 
Davelj, the maintenance of such or such an establishment of clerks and officcra t 

t Trmimciian de Smiih^ note 20. 

11 Q 



122 ON PRODUCTION. Book 1 

dcian or his relations must first have defrayed the c ; of an edu- 

cation of many yenrs' duration : he must have sul vhile a stu- 

dent; professors must have been caidj books purchased; joumeyg 
perhaps have been performed ; all which implies the disbursement 
of a capital previously accumulated.* So likewise the lawyer's opin- 
ion, the musician's song, &c. are products, that can never be raised 
without the concurrence of industry and capital. Even the ability 
of the public functionary is an accumulated capital. It recjuires the 
same kmd of outlay, for the education of a civil or military engineer, 
as for that of a physician. Indeed we may take it for granted, that 
the funds expended in the training of a young man for the public 
service, are found by experience to be a fair investment of capital, 
and thai labour of this description is well paid; for we find more 
applicants than offices in almost every branch of administration, even 
in countries where offices arc unnecessarily multiplied. 

The industry productive of immaterial products will be found to 
go through exactly the same process, as, in the analysis made in the 
i^eginning of this work, we have shown to be followed by industry 
in general. This may be illustrated by an example, before an 
ordniary song can be executed, the arts of the composer and the 
practical musician must have been regular and distinct callings ; and 
the best mode of acquiring skill in Ihc-m must have been discovered ; 
this is the deparlmenl of Ine man of science, or theorist. The appli- 
cation of this mode and of this art, has been left to the composer and 
singer, who have calculated, Ihe one in composing his tune, the others 
in the execution of it, that it would affljrd a pleasure, to which the 
audience would attach some value or other. Finally, the execution 
is the concluding operation of industry. 

There are, however, some immaterial products, with respect to 
which the two first operations are so extremely trifling, that one may 
almost account them as nothing. Of this description is the service 
of a menial domestic. The art of service is little or nothing, and 
the application of that art is made by the employer ; so that nothing 
is left to the servant, but the executive business of service, which is 
the last and lowest of industrious o[)era(ions. 

It necessarily follows, that, in this class of industry, and some few 
others practised by the lowest ranks of society, that of the porter for 
instance, or of the prostitute, &c. &c. : tlie charge of training being 
Utile or nothing, the products may be looked upon not only as the 
fruits of very coarse and primitive industry, but likewise as products, 
to the creation of which capital has contributed nothing; for I can 
not think the expense of these agents' subsistence from infancy, till 
the age of emancipation from parental care, can be considered as a 

* I wil! not hure anticipate the investigation of the profits of induatry uid ca- 
pital, but conflno inj«plf to observe, en patsant, that capital is thrown away upou 
the physician, and his fees improperly limited, imlesx, bcaidea the recompense of 
Ilia actual labour and tali^nt, (which latter la a natum! agent gritluitously given 
to him,) they defray the interest of the capital expended In his education, 4ad 
not tlic common rale of interest, but calculated at the rate of on annuity. 
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eapitaL the inlfirest of which is paid by the subsequent profits. I 
mui give my reasons for this opinion when I come to speak of 

^le pleasures one enjoys at the price of any kind of personal excr- 
doo, are immaterial products, consumed at the instant of production 
by the very person tnat has created them. Of this description are 
toe pleasures derived from arts studied solely for self-amusement. 
In learning music, a man devotes to that study some small capital, 
some time and personal labour; all which toother are the price 
paid for the pleasure of singing a new air or taknig part in a concert 

Gaming, dancing, and field-sports, arc labours of the same kind. 
The amusement derived from them is instantly consumed by the 
persons who have performed them. When a man executes a paint- 
ug, or makes any article of smith's or joiner's work for his amuse- 
ment, he at the same time creates a durable product or value, and 
an immaterial product, viz. his personal amusement.f 

In speaking of capital, we have seen, that part of it is devoted to 
the production of material products, and part remains wholly unpro- 
ductive. There is also a furtlier part productive of utility or plea- 
sure, which, can, therefore, be reckoned as a portion neither of the 
capital engaged in the production of material objects, nor of that 
absolutely inactive. Under this head may be comprised dwelling- 
houses, furniture and decorations, that are an addition to the mere 
pfeasures of life. The utility they afford is an immaterial product. 

When a young couple sets up house-keeping for t}ie first time, the 
plate they provide themselves with cannot be considered as abso- 
lutely inactive capital, for it is in constant domestic use ; nor can it 
be reckoned as capital engaged in the raising of material products ; 
for it leads to the production of no one object capable of being re- 
served for future consumption; neither is it an object of annual con- 
sumption, for it may last, |)erhaps, for their joint lives, and be lianded 
down to their children ; but it is capital productive of utility and 
pleasure. Indeed, it is so much value accumulated or in other words 
withdrawn from reproductive consumption; consequently, yielding 
neither profit nor interest, but productive of some degree of benefit 
or utility, which is gradually consumed and incapable of l)eing real- 
ised, yet it is possessed of real and ]x>sitive value, since it is occa- 

* The wifrea of the mere labourer are limited to the bare nf>ce88arics of life, 
wil2ioat which hia a^fency cannot be continued and rnnewod ; there iri no surplus 
ffar the iatereat on capital. But the subsistence of hid children, until old enough 
to earn their livelihood, is comprised in the ncccssiiricR of the labourer. 

f An iiidolent and inert people is always littlo addicted to amusements result- 
injF from the exercise of personal fucultieH. liabuur is nttonded with so much 
pun to them, as very few pleasures are intense enougrh to repay. The Turks 
think us mad to find pleasure in the violent motions of the dance ; without re- 
flecting, thftt it causes to us infinitely less futij^ue than to themselves. They 
prvier pletnires prepared by the lliti^e of others. There is, perhaps, as much 
industry ezpendeSd on pleasures in Turkey ns with us ; but it is e.xerte<l in general 
hf shvesi who do not participate in the product. 
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sioiinlly ihc object of purchase : as in llic inslance of the rent of k 
house or the hire of furniture, and the like. 

Although it be a sad mistake of personal interest to vest the small- 
est particle of capita! in a manner wholly unproductive, it is by no 
meuns so lo lav out, in a way productive of utility or amusemCDt, so 
much as may be not disproportionate lo tlie circumstances of the 
individual. There is a regular gradation of the ratio of capital so vest- 
ed by individuals respectively, from the rude furniture of the poor 
man's hovel, up to the cosily ornaments and dazzling jewels of the 
wealthy. When a nation is rich, the poorest family in it possesses s 
capila! of this kind, not indeed of any great amount, but still enough 
to satisfy moderate and limited desires. The prevalence of genera] 
wealth in a community is more strongly indicated by meeting uni- 
versally with some useful and agreeable household conveniences in 
the dweUings of the inferior ranks, than by the splendid palaces and 
costly magnificence of a few favourites of fortune, or by the casual 
display of diamonds and finery we sometimes see brought together 
in a large city, where the whole wealth of the place is o(\en exhibit- 
ed a[ one view, at a f^te or a theatre of public resort ; but which, 
after all, are a mere trifle, compared witli the aggregate value of 
the household articles of a great people. 

The component items of a capital producing bare utility or amuse- 
ment, are liable to wear and tear, though in a very slight degree; 
and if that wear and tear be not made good out of the savings of 
annual revenue, there is a gradual dissipation and reduction of capital 

This remark may appear trifling ; yet how many people think they 
upon their revenue, when they are at the same time par- 



tially consuming their capila] ! Suppose, for instance, a man is the 
proprietor of the house he lives in; if the house be calculated to last 
100 years, and have cost 20,000 dollars in the buildint;, it costa the 
proprietor or his heirs 200 dollars per annum, exclusive of the 
mterest upon the original cost, olherwi.se the whole capital will be 
extinguished, or nearly so, by the end of 100 years. The same rea- 
soning is applicable to every other item of capital devoted to the 
production of utility or pleasure; to a sideboard, a jewel, every ino- 
aginablo object, in short, that comes under the same denominatioa 

And, vice versH, when annual revenue, arising from whatever 
source, is encroached upon for the purpose of enlarging the capital 
devoted to the production of useful or agreeable objects, there is an 
actual imiieaso of capital and of fortune, though none of revenue. 

Capital of this r.hss, like all other capita!, without exception, is 
formed hv the partial accumulations of annual products. There ii 
no other way of aciiniring capital, but by personal accumulation, or 
by succession to accumulation of others. Wherefore, tlie reader 19 
referred on Ihis head to Chap. XI, wriere I have treated of the accu- 
mulation of capital. 

A public edifice, a bridse, i hit-.'i\\n% . are savings or accumulation 
of revenue, devoted to the foi matn-n of h capital, whose returns tin. 
an immaterial product consumed by tho public at large. If the coo 
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tlniction of a bridge or highway, added to the purchase of the 
gioond it stands upon, have cost 200,000 dollars, tne use the public 
makes of it may be estimated to cost 10,000 dollars per annum.* 

There aze some immaterial products, towards which the land is a 
principal contributor. Such is the pleasure derived from a park or 
pleasure-ffarden. The pleasure is anbrded by the continual and daily 
agency of the natural object, and is consumed as fast as produced. A 
ground yielding pleasure must, therefore, not be confounded with 
ground lying waste or in fallow. Wherein again appears the anal- 
ogy of land to capital, of which, as we have seen, some part is pro- 
dncUve of immaterial products, and some part is altogether inactive. 

Gardens and pleasure-grounds have generally cost some expense 
in embellishment; in which case, capital and land unite tlieir 
agency to yield an immaterial product 

Some pleasure-grounds yield likewise timber and pasturage : these 
are productive of ooth classes of products. The old-fashioned gar- 
dens in France yielded no material product ; those of modern times 
are somewhat improved in this particular, and would be more so, 
if culinary herbs and fruit-trees were oftener introduced. Doubtless, 
it would be harsh to find fault with a proprietor in easy circumstances, 
for appropriating part of his freehold to tlie mere purpose of amuse- 
ment The delightful moments he tlicrc passes with his family around 
hioif the wholesome exercise he takes, the spirits he inhales, are 
among the most valuable and substantial blessings of life. By all 
means then let him lay out on the ground as he Tikes, and give full 
scope to his taste, or even caprice ; but if caprice can be directed to 
an useful end, if he can derive profit without abridging enjoyment, 
his carden will have additional merit, and present a two-fold source 
of delight to the eye of the statesman and the nhilosopher. 

I have seen some few gardens possessed of this double faculty of 
production ; whence, although the lime, horse-chestnut and sycamore 
trees, and others of the ornamental kind, were by no means ex- 
dodedy any more than the lawns and parterres ; yet at the same time 
the fruit-trees, decked in the bloom of vernal promise, or weighed 
down by the maturity of autumnal wealth, added a variety and rich- 
ness of colouring to the other local beauties. The advantages of dis- 
tance and position were attended to without violating the conve- 
nience of division and inclosure. The beds and borders, planted 
with vegetables, were not provokingly straight, regular, or uniform, 

* If it entail a further chhrge of 800 dollars for annual repairs and maintc- 
DUice* the paUic consumption of pleasure or utility may l>e set down at 10,200 
dollars per annum. This is the only way of takin;? the account, with a view to 
tamptn the advanta^ derived hy the payers of public taxes, with the sacrifices 
impnid oo them for the acquisition of such conveniences. In the case put 
■hove, the poblic will be a ^iner, if tlie outlay of 10,200 dollars have effoctet* 
n aimiial nving[ in the charf^c of national production, or, what is the same 
dong'f an annual increase of the national product, of still lar^^er amount In the 
eoBtniy aoppQUtion, the national administration will have led the nation into n 
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but liarmoniscd wilh the undulations of the surface, and of vegetatina 
of larger growth; and the walks were so disposed as to serve both 
for pleasure and cultivation. Every thing was arranged with a view 
to ornament, even lo the vine-trelliccd well for filling the watering 
pots. The whole, in short, was so ordered, as if designed to impress 
the conviction, that utility and beauty arc by no means incompatible) 
and that pleasure may grow up by the side of wealth. 

A whole country may, in like manner, grow rich even upon its 
ornamental possessions. Were trees planted wherever they coiild 
thrive without injury to oilier products,* besides the accession of 
beauty and salubrity, and the additional moisture attracted by the 
multiplication of (imber-trees, the value of the timber alone would, 
in a country of much extent, amount to something considerabta 

There is this advantage, in the cultivation of limber-trees, that they 
require no human industry beyond the first planting, after whicn 
nature is the sole agent of their production. But it is not enough 
merely to plant, we must check the desire of cutting down, until tfie 
weak and slender stalk, gradually imbibing the juices of the earth and 
atmosphere, shall, without the hand of cultivation, have acquired 
bulk and solidity, and spread its loi'ty foliage to the heavens-t The 
best that man can do for it is, to forget it for some years; and even 
where it yields no annual product, it will recompense his forbearance 
when arrived at maturity, by an ample supply of firing, and of tim- 
ber for the carpenter, the joiner, and the whcel-wrighl. 

In aii ages, the love of trees and their cultivation has been strong 
recommended by the best writers. The iiistorian of Cyrus records, 
among his chief titles to renown, the merit of having planted sH 
Asia Minor. In the United States, upon the birth of a daughter, the 
cultivator plants a little wood, to grow up with her, and to be her 
portion on the day of marriage. (1) Sully, whose views of poBcy 
were extremely enlightened, enriched most of the provinces of 
France with the plantation he directed. I have seen several, to 
which public gratitude still allixcs his name; and they remind me 
of the saying of Addison, who was wont to exclaim, whenever he 
saw a plantation, "A useful man has passed this way." I 

• In many countries, nn exB.ggf.m1pd notion Fcema lo prevail, of the danwg« j 
done by timber-lrccs, Ui olher producla nf the soil ; yet it nhould »eem, tlmt tiwy 
mther enhnnrc than diminish tlie revenue of the landhoMcr; for we find (how ' 
counlrieB most productive, thnt arp the best clotlied with Iiinl>er : witne« Nor- [ 
iDimdy, England, Belgium and Lombanly. -^'f, 

t The leaves of trees absorb the cnrbonic-acid gas floating in the atmosphere' 
wo breothe, and which is eo injiirioua to respiralion. When this pas is super- 
abundant, it brings on anphyxia, and occasions death. On the contrary, vegel^ 
tion increases the proportion of oxygen, which is the gas most favourable lo i*- I 
spiration and to health. Ceteris paribii);, those towns arc Ihe hf-ilthieEt, whtdl 
have the most open spaces covered with trees. It would be wull to pluit iS I 
our apacioiw qunys. I 

(1) The American cultivator mis-ht bo said, with much grenlcr KCmblanM of 
truth, on the hirtb of a daughter, to cut down " a little wood," instearl oT plant 
laftnt. A -.AH Eorroa. j 
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At TBI we l»re been tales it- \r:A Ac considcmtiv^:: of iho n::cnt5 
bad to jwodixric-a : w;±-x:: 'Ah-:-<o ^-^^^r.-.'v ir.ar.kisAl w oi;! J lia\-e 
her sofasrteQce or esjovir.er.:. iha:} iho scaniv ai:(i iimiu\i sup- 
fl;^ that Binse adords s^or.Tane^ i:>iy. Wo first invostigaTcii the 
amim in whidi these a^eQis. ea-:h in it5 n^<pcciivo do}^r{iront. aiid 
aB at eoooert, co-open:e in :he work of production, and have aAor- 

I in de!a3 the individual action of each, for the fur- 
o( tbe subjeoL We must now proceed to e?|timine 
the in t rii i ak: azid accidecul causes, which act upon pnxiucti^i, and 
dog or fiiriliTaff the exertion of productive agents. 



CHAPTER XI\'. 

OF THE IIGHT OF rSOPESTT. 

It is the province of speculative philosopliy to trace the origin of 
te right CH property ; of legislation to regulate its transfer; nnd of 
pftKtiral KieDce to devise the surest means of protecting that right. 
Political economy recognises the right of projxM'ty solciv as the most 
uo weifu i of all encouragements to the muhiplication ot"* wealth, and 
v satisfied with its actual stability, without inijuiring about its origin 
or lis safi^uards. In fact, the legal inviolability of pn>|vr(y is obvi- 
ously a mere mocker}*, where the sovereign jHuver is unable ti> make 
the laws respected, where it either practises n)blK»rv itself,* or is 
impotent to repress it in others; or where |x>ssession is ivndereil 
perpetually insecure, by the intricacy of legislative enactments, nnti 
the subtleties of technical nicety. Nor can proixrty l>e said to exist, 
where h is not matter of realitv as well as of riixht. Then, nnd then 
onlyy can the sources of production, namely, land, capital, and indus- 
try, attain their utmost degree of fecundity. (1) 

* The stren^ of an individual is m> littlp, when opposod to that of the pO' 
VStmiMOt be hvea nndcr, that the mibject can have no serurity a^rainsl the exac- 
tioas and abnsea of authority, except in tho9c countrien where the fyiinnhanship 
of the Uwi is entrusted to the all-tiearching vi^ri lance of a free prei^ ami their 
checked fay an efficient national representation. 



(1) Althoogh, according to our autfior, it in the province of speculative philos- 
opliy to trace tlie orif^in of property, the existence of which, in nil politico-econo- 
aacal tnqairieo, is assumed as the fixindation of natitinnl wealth, it may not here bo 
iM p wui e i to introduce a few ohservations on the Rifrht of Proprrty, ilhiHtrntinfr 
lis hiolarioa] on^^in, and pointinir out its rnie chn meter. Mont writers nn natii- 
nd law. among^ whom mny be named Grotius Putfendorff, Barheynir, and Iiiicke, 
Mcribe, in general, the orif^in of pmperty to priority of occupancy, and have much 
parpleaed themoelves in attempt in$f to prove how' this act should f^ive an exclu- 
riglit of individual enjoyment to what was previously held in conmHui 
although be doea not enter into the dispute about the manner, nd lias 
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There arc some truths so completely self-evident, that demonstra- 
tion is quite superfluous. This is one of that number. For who 
will allemjil lo deny, that the certainly of enjoying the fruits of one's 

been remarked, in which occupancy conveys a right of property, expreeaes no 
doubt about itfi liaving tliia effect, iiKlcpcndent of pueilive instilutiunB, 

Later writers on jurisprudence have adopted other theories on the subject oTpto- 
peity, which being altogetlier iinsatialactory, wc will not notice, except to reoiark 
that the most refined and ingenious speculations, altliough equally inconclusire, 
respecting the nature and origin of property, arc those of Lord Karnes, in tbe 
Essay on Property, in his Historical Law Tracts. 

DnoALD Stewart, however, is the first inquirer who has taught ua to ttlink 
anil reBBoo with accuracy on this subject, and it is to his obfiervations on the 
Right of PropvTly, contained in the supplement to the chapter, "Of Justice." in 
his work on the " Philosophy of the Active and Moral Powers of Man," that we 
must refer the reader who is desirous of pofsessing' juat and unanswerable aisii- 
menls for tlie true foundations on which properly rests. We niust liere content 
ourselves with extracting a few pnssLges, which will exhibit this illustrious phi- 
losopher's views of the origin of tlio acquisition of property, which he tracea to 
liDO distinct sources. 

" It is necessary," says Stewart, " to distinguish carefully the complete rigbt . 
of pro|ierly, which is founded on labour, from llie transient right of poesesHOi 
which is acquired by mere priority of occupancy ; thus, belbre ilie appropitliu 
of land, if any individual had occupied a particular spot, for repose or sbde, il i 
would have been vnjvit to deprive him of possession of it. Tliis, however, wu ) 
only a transient right. The spot of ground would again become cenanoa, lie j 
moment the occupier had left ill that ia,the right of pusaeesion would renainK 
longer than the act of possession. Cicero illustrates this happily by the tiniU- 
tude ofa theatre. ' Quemadmodum theatrum, cum commune sit, recte lamendic! 
potest ejus esse cum locum qucm quisque occupariL' The general conctuxinH 
which I deduce are these; — 1. That in every state of society lalrour, wherever it | 
is exerted, is understood to Ibund a right of property. 2. That, accordiw to 
natural law, laluur is the only original way of acquiring property. S. 'nM 
according to natural law, mere occupancy founds only a right of possesaion ; ud 
" ■ ' r it founds a complete right of properly, it owes its force to poalire 



After premising these leadingpropositione, he proceeds with what he teniw » 
klight historical aketch of the difierent systems respecting the origin of proputj' 
liom which we have only room to copy the following passage, which, hovan^- 
contains this eminent author's views of the right of properly, ai recogniiti tj 
the laiD ofnalvre; and the right of property, as created by the tnunictjwl r«*- 
lotions, and demonstrating the futility of the attempts hitherto made to roan 
all the dijlerenl phenomena into one general principle, 

"In such a state of things as tliat with which we are connected, the ng^tof 
property must be understood to derive its origin from 1\oo distinct sourceij tbe 
one is, that natural sentiment of the mind which establishes a moral omneikii 
Letween labour and an exclusive enjoyment of the fruits of it ; the other ia the 
municipal institutions of the country where we live. These institutions evoj- 
where lake rise partly from ideas of natural justice and partly (perhaps chieBj) 
from ideas of supposed utility, — two principles which, when properly ondw- 
stood, are, I believe, always in harmony with each other, and which it oqgbt U 
lie the great aimof every legislator to reconcile tothe utmost of his power. Atnong 
those questions, however, which tall under the cogniiaiice of positive laws, ther« 
are many on which natural justice is entirely silent, and which, of conseqnence, 
may be discussed on principles ofu(iii(ysoleIy, Such are m' )f the quesbooi 
concerning the regulation of the succession to a man's pro; .i nfler his deBlh; 
»f some of which il perhaps may be fouml that the determiiw n ought to vary 
with the circumstances of ilie society, and which iiave ce ', in faet, been 

fVequently dclermiDed by the caprice of the legislator, or by 3 principle olti- 
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b1 and hbour, is the most powerful inducement to render 
DCthre! Or who is dull enough to doubt, that no one 
irell as the proprietor how to make the best use of his 

Yet how often in practice is that inWoIability of pro- 
sgarded, which, in tneor>-, is allowed by all to be so 

advantageous ! How otien is it broken'in upon for the 
liScant purposes ; and its violation, that should naturally 
Ration, justified upon the most flimsy pretexts ? So few 
3 there who have a lively sense of any but a direct injury, 
e most lively feelings, have firmness enough to act up to 
Dents! There is no security of property, \vhere a despotic 
:aD possess itself of the property of the subject against his 
^eitner is there such securitv, where the consent is merely 
id delusive. In England, ihe taxes are imposed by the 
presentation ; if, then, the minister be in the possession of 
{ majority, whether by means of electioneering influence, 
overwhelming patronage foolishly placed at his dis{)Osal, 
ould no longer be in reality imposed by the national reprc- 

the body bearing that name would, in eflect, be the repro- 
of the minister; and the peopfe of England would be 
bjected to the severest privations, to further projects that 
ight be every wav injurious to them.* 
w observed that the right of property is equally invaded, 
ting the free employment of the means of production, as 
ly depriving tlie proprietor of the product of his land, 
mdustry : for the right of property, as defined by jurists, 
t of use or even abuse. Thus, landed property is violated 
•ily prescribing tillage or plantation ; or by interdicting 
modes of cultivation ; the property of the capitalist is 
Y prohibiting particuIaR* ways of employing it ; for instance, 
•ting large purchases of corn, directing all bullion to be 
the mint, forbidding the proprietor to build on his own 
iflcribing the form and requisites of the building. It is a 
lation of the capitalist's property to prohibit any kind of 
r to load it with duties amounting to prohibition, after he 
mbarked liis capital in that way. It is manifest, that a 

upon sugar would annihilate most of the capital of the 
lers, vest^ in furnaces, utensils, &c. &c. f 
perty a man has in his own industry, is violated, whenever 

wMe into an accidental association of ideas. Indeed, various cases 
Died in which it is not only useful, but necessary, that a rule should 
lila, at the mnc time, neithrr justice nor utility seem to be mucli 
the particular decision.** — Axihucan Editor. 

mith has asserted, that the security aflbrded to property by the law^v 

lias more than counteracted the repeated faults and blunders of itn 

It may be doubted, whether he would now adhere to that opinion. 

be vaia to say to him, why not employ your works in some other 
Mja neither the spot nor the works of a refinery could bo othcrwiao 
tmit enormous Ion. 

R 
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he is forbidden the free exercise of his fncullies and talents, escept 
insomuch as ihey would inlerfere with the riehls of third parties. 
A similar violation is committed when a man's labour is put in requi* 
silion for one purpose, though designed by himself for anotlier ; as 
when an artisan or trader is forced into the military life, whether 
permanently or merely for the occasion, 

I am well aware, thai the importance of maintaining social order, 
whereon the security of property depends, lakes precedence of pro- 
perty itself; for which very reasori, nothing short of the necessity of 
defending that order from manifest danger can authorise these or 
similar violations of individual right And this it is which impresses 
upon the proprietors the necessity of requiring, in the constitution of 
the body politic, some guarantee or other, that the public service 
shall never be made a mask to the passions and ambition of those in 
power. 

Thus taxation, when not intended as an engine of national depres- 
sion and misery, must be proved indispensable to the existence of 
social order; every step it takes beyond these limits, is an actual 
spoliation ; for taxation, even where levied by national consent, is a 
violation of properly ; since no values can be levied, but upon the 
produce of the land, capital, and industry of individuals. 

But there are some extremely rare cases, where interference 
between the owner and his property is even beneficial to production 
itself. For example, in ail countries that admit the detestable rigbt 
of slavery, a right standing in hostility to all others, it is found expe- 
dient to limit the master's power over his slave, (a) Thus also, if a 

* T)ie industrious HicultLes arc, of all klnda of property, the least queetiom- 
ble ; being derived directly either from nature, or ftoin persona.) assiduity. The 
property in tlieai is of higher pretensions Ihan thnt of the land, which may 
generally be traced up toon actnrspoliation; for it is hardly possible to ahowan 
instance, in which its ownership Ims been legitimately transmitted from the int 
occupancy. It ranks hii;her than the right of the capitalist also; Ibr even Uking 
it for granted, thai this klter has been acqaired without any spoliation whtteter, 
Biu! by the gnulual accumulutions of ases, yet the succession to it could not hare 
been established without the aid of legislation, which aid may have been graoted 
on conditions. Yet, sacred as the property in Iho fncullies of industry ia, it ia 
constantly infringed upon, not only in the ttagrant abuse of personal slaverf, bot 
in many other points of more frequent occurrence. 

A (rovemment is ^ilty of an Invasion upon it, when it appropriates to itself a 
particular branch of industry, the business of exchange and brokerage for exam- 
ple 1 or when it sells the exclusive privilege of conducting it. It is still a greater 
violation to authorize a /rcndarme, commissary of police, or judge, to arrest awl 
detain individuals nt discretion, on the plea of public safety or security lo the 
constituted autlmrilies ; tlius depriving tiie individual of the fair and re«aoDab1e 
certainty of hoving his time and faculties at his own disposal, and of being able 
to complete what he may begin upon. What robber or despoiler could cooiiDit 
a more atrocious act of invasion upon the public Eecurily, certain as he isof bein; 
Hpeedily put down, and counteracted by private as well as public opposition! 

ffll This is merely an instance of the necessity of counleracli ig one potion 
by another. T. 
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stand in urgent need of timber for the shipwright or carpcn- 
ter, il'intist reconcile itself to some regulations respecting the foiling 
of private woods;* or the fear of losing the veins of mineral that 
inleraect the soiK may sometimes ohiige a government to work the 
itsdf. It may be readily conceived, that, even if there were 

restraints upon mining, want of skill, the impatience of avarice, 

the insufficiency of capital, might induce a proprietor to exhaust 
the superficial* which are commonly the poorest loads, and occasion 
Ibe loss of superior depth and quality. (1) Sometimes a vein of 
miiieral passes through the ground of many proprietors, but is acccs- 
sibla only in one spot. In mis case, the obstinacy of a refractory 
proprietor must be disregarded, and the prosecution of the works be 
eompulsory; though, after all, I will not undertake to attirm, that it 
would not be more advisable on the whole to respect his rights, or 
that the possession of a few additional mines is not too dearly pur- 
chased by this infringement upon the inviolability of property. 

Lastly, public safety sometimes imperiously recjuires the sacrifice 
of private property; but that sacrifice is a violation, notwithstanding 
an indemnity given in such cases. For the right of property implies 
the free disposition of onc*s own ; and its sacrifice, however fully 
indemnified, is a forced disposition. 

When public authority is not itself a spoliator, it procures to the 
nation the greatest of all blessings, protection from spoliation by 
others. Without this protection of each individual by the united 
tMTce of the whole community, it is iin|)Ossiblc to conceive any con- 
aderablc development of the priuluctive ix:»wcrs of n)un, of land, and 
rf capital ; or even to conceive the existence of capital at all ; for it 
ii nothing more than accumulated value, operating under the safe- 
guard of authority. This is tlie reason why no nation has ever 
irrived at any degree of opulence, that has not been subject to a 
regular government Civilized nations are indebted to ]>oliticaI 
organization for the innumerable nnd infinitely various productions, 
Ihit satisfy their infinite wants, as well as for the fine arts and the 
opportunities of leisure that accumulation alTords, without which tho 

• Probibly, tiso, were it not for ni.iritimc wars, ori|[rinatinjv>, somctiinos in 
Herile vanity, and sometimes in national ormrsof self-intoretft, commerce wotild 
m the beat purveyor of timber for sliip-biiiMini;; ro that, in reality, the abine of 
Iho mterference of public authority, in re.^pect to the ^rrowth of private timU^r, iii 
SbIj a couMquence of a previous abuse of a more destructive and less excusable 
chuacter. 



(1) [If no one knows so woll as tho pmpriptor, how to make the best u-^o of 
Ui property, as our author has Juht romiirked, what advantof^c can result to 
■ociet/ fhxn the interference, in any case, of public authority, with the ri<riits of 
fBdividuala in the businens of production. Nothinfr but the absolute mainttMiince 
of the eociaJ order should ever be pi^rrnitted, f()r nn instant, to violate the marred 
l^fhi of private property. Quite as specious, thoufrh equally unsoimd reiuiona 
aa^ be asuiinied Ibr imposing restraints upon a variety of other employ mei.ts 
^""^^ mining;.] Am£rican Editoju 
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exchanged for money, before it is ultimalely con' into other 

produce: and the commodity, which recurs so .-r-L._dly in use, 
appears to vulgar apprehensions the most important of commodities, 
and the end and object of all transactions, whereas it is only the 
medium. Sales cannot be said to be dull because money is scarce, 
but because other products are so. There is always money enough 
to conduct the circulation and mutual interchange of other values, 
when those values really exist. Should the increase of traffic require 
more money to facilitate it, the want is easily supplied, and is a 
strong indication of prosperity — a proof that a great abundance of 
values has been created, which it is wished to exchange for other 
values. In such cases, merchants know well enough now to find 
substitutes for the product serving as the medium of exchange or 
money:* and money itself soon pours in, for this reason, that all 

froduce naturally gravitates to that place where it is most in demand. 
t is a good sign when the business is loo great for the money ; just 
in the same way as it is a good sign when the goods are too plentiful 
for the warehouses. 

When a superabundant artiele can find no vent, the scarcity of 
money has so little to do with the obstruction of its sale, that ibe 
sellers would gladly recei\'o its value in goods for their own con- 
sumption at the current price of the day : they would not ask for 
money, or have any oceasion for that product, since the only use 
they could make of it would be to convert it forthwith into articles 
of their own consumplion.f 

This observation is applicable to all cases, where there is a supply 
of commoditifcs or of services in the market. They will universally 
find the most extensive demand in those places, where the most of 
values are produced ; because in no oiher places are the sole means 
of purchase created, that is, values. Money performs but a moment- 
ary function in this double exchange ; and when the transaction is 
finally closed, it will always be found, that one kind of commodity 
has been exchanged for another. 

It is worth while to remark, that a product la no sooner created, 
than it, from that instant, aflbrds a market for other products to the 
full extent of its own value. When the producer has put the finishing 
hand lo his product, he is most anxious to sell it immediately, lesl 
its value should diminish in his hands. Nor is he less anxious to 
dispose of the money he may get for il ; for the value of money is 
also perishable. But the only way of getting rid of money is in 
the purchase of some product or other. Thus, the mere circum- 

* By billfi at sif^ht, or nfler date, liank-uotc?, running-credits, write-offi, &a 
tis at liondon and Amaterdarn. 

f I speak heteof their ngRTc^te onHumption, whether unprodnclive and de- 
wgned to baliBfy thepersonn! wnntauf Ihemsnlveaand their fiimilieB, or expended 
in tho sustenance fif reproductive industry. The woollen or cotton mannlacturer 
cpenitefl a. Iwo-fold consumption of wool and cotton : 1. For hia personal wear, 
2. For the supply of hia manulacture : hut, he the purpose of hia consumption 
■B-lml it may, whether personal gratification or rtproduction, he must needs buy 
what he coamimcs with what he produces. 



XV: ON PRODUCTION. 135 



of the creation of one product immediately opens a vent for 
other prodnctiL 

For tfau reaeon, a good harvest is favourable, not only to the 
uricaburistp but likewise to the dealers in all commodities generally. 
ne ffieater the crop» the larger are the purchases of the growers. 
A bad harvest, on the contrary, hurts tne sale of commodities at 
hxgp. And flo it is also with the products of manufacture and com- 
neroOi The success of one branch of commerce supplies more 
ampb means of purchase, and consequently opens a market for the 
products of all the other branches ; on the other hand, the stagnation 
of one channel of manufacture, or of commerce, is felt in all the 



Bot it may be asked, if this be so, how does it happen, that there 
is at times so great a glut of commodities in the market, and so much 
difficulty in finding a vent for them ? Why cannot one of these super* 
abundant comrooaities be exchanged for another ? I answer that the 
dot of a particular commodity arises from its having outrun the total 
demand lor it in one or two ways ; either because it has been pro- 
duced in excessive abundance, or because the production of other 
commodities has fallen short 

It is because the production of some commodities has declined, 
that other commodities are superabundant To use a more hackneyed 
phrasBv people have bought less, because they have made less prom ;* 
•ad they have made less profit for one or two causes; cither they have 
fbond cufficulties in the employment of their productive means, or 
liMe means have themselves been deficient 

It is observable, moreover, that precisely at the same time that one 
commodity makes a loss, another commodity is making excessive 
profitf And, since such profits must operate as a powenul stimulus 
to the cultivation of that particular kind of proaucts there must 
needs be some violent means, or some extraoniinary causc« a politi- 
cal or natural convulsion, or the avarice or ignorance of authority, to 
perpetoate this scarcity on the one hand, and consequent glut on the 
odnr. No sooner is the cause of this political disease removed, than 
the means of production feel a natural impulse towards the vacant 
channels, the replenishment of which restores activity to all the 
olherL One kind of production would seldom outstrip every other, 
and its products be aisproportionately cheapened, were production 

left entirely free.J 

— — *"*— • 

* fadiridDa! profits most, in every description of production, from the general 
isswihant to the oommon aitimn, be derived from the participation in the vahietf 
(ndneed. Hie ratio of that participation will form the subject of Book II., infra, 

f The rasder ma^ easily apply these maxims to any time or country he is ac- 

SinUd with. We have had a striking instance in France during the years 
1, 181% and 1813; when the high prices of colonial produce of wheat, and 
olher articleap went hand-in-hand with tlie low price of many others that could 
And no advantigeoos market 

X Then considerations have hitherto been almost wholly overlooked, thou^ 

' ig the basis of correct concluitions in matters of commerce, and of its rcgu- 

hf the nsfionst authority. The right course where it has, by good luck« 
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Should a producer imagine, that many ot i 'iekling no 

material products, are his customers and consui.---s _., y with tho 

classes that raise Itiemselves a product of their own ; as, for example, 
public functionaries, physicians, lawyers, churchmen, &-C-, and thence 
infer, that there is a class of demand olher than that of ihe actual 
producers, he would but expose the shallowness and superficiality of 
Ilia ideas. A priest goes to a shop to buy a gown or a surplice ; be 
takes the value, thnt is to make the purchase, in the form of money. 
Whence had he that irioney ? From some tax-gatherer who has 
taken it from a lax-payer. But whence did this latter derive itT 
From the value he has himself produced. This value, first produced 
by the tax-payer, and afterwards turned into money, and given to 
the priest for his salary, has enabled him to make the purchase. 
The priest stands in the place of the producer, who might himself 

been pursued, ttppenrs to have been selected by accident, or, at nxwt, by ■ ceo- 
fused idea of its propriety, without either self-convictba, ot the abili^ la con- 
vince other people. 

Slamondi, who Eeems not to have very well underetood tho prineiplcH laid down 
in thia and the three ttret chapters of Book II. of this work, instances the im- 
mense quantity of mwiufnclured products with which Englsnd has of lale inun- 
dated the markets of other nations, as a. proof, that it is impoeeible for industry 
to be too prijduetivo. {iVaur. Prin. liv. iv. c. 4.) But the (jlut thus occasioned 
proves nothing- more than the feebleness of production in those countries that 
have been thus glutted with English manufactures. Did Brazil produce where- 
withal to purehase the English goods exported thither, those goods would not 
jrlut her marliet Were England to admit the import of the products of the 
United States, alte would find a hotter market for her own in those Slates. "ITio 
English government, by the e.iorbitance of its taxation upon impart and consamp- 
tiou, virtually interdicts to its subjects many kinds of importation, thus oblieiog 
tlie merchant to offer to foreign countries a higher price for those artielea, wboM 
import Ib practicable, as su^r,ccrfree, gold, silver, &c. for the price of the preciooa 
meta)'4 to them Is enhanced by the low price of their commodities, which accounts 
for the ruinous returns of their commerce. 

I would not be understood to mninlnin in this chapter, that one product can not 
be raised in too great abundance, in relation to all others ; but merely that Dothing 
is more fevourable to the detimnd of one product, tlian the supply of another; thU 
Ihe import of English manufactures into Brazil would cease to be excessive and 
be rapidly absorbed, did Brazil produce on her side returns euffieiently ample; 
to ivliicli end it would be necessary that llie le^islntive bodies of either coantty 
should consent, tlie one to free production, the other to free importation. la 
Brazil every thing is grasped by monopoly, and property is not exempt from tho 
inva.=ion of the (tovemment. In England, the heavy diitics are a serious obsliuo- 
tion to tho foreign commerce of the notion, inasmuch as they circnmscribe the 
choice of returns. I liajipen myself to know of a moel valuable and scientific 
collection of natural history, which coifM not be imported from Brazil into Eag- 
land by reason of the exorbitant dutice. (a) 

(q) The views of Sitmonili, in this particular, have bc'cn since adopted by our 

own Mallhus, and those of our author by Ricarda "T'-— ^[f -g ^f opioian 

has given rise lo en interesting discussion between ooi • hui Matthusi to 

whom he has recently addressed a correspondence on this mid otniri parts of the 
science. Were any thinj- wanting to confirm the argumenls of •! a chapter, it 
would he supplied by a reference lo his Ijftlre. 1, A M, Matlkut. itmondi haa 
vainly atlemplcd lo answer Ricardo, but has made no i ntion m his original 
uHaguniat. Vide Animlet de Legulation, No. 1. art 3. ^ I8S0. T. 
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hftve laid the value of his product on his own account, in the pur^ 
chasey perhaps, not of a gown or surplice, but of some other more 
ssrviorable product. The consumption of the particular product, the 
gofwn or surplice, has but supplanted tliat of some other product It 
It quite impossible that the purchase of one product can be affected, 
otnarwise than by the value of another.* 

From this important truth may be deduced the following important 
coochisioiis: — 

1. That* in every community the more numerous are the pro- 
docersy and the more various their productions, the more prompt, 
nomeroasv and extensive are the markets for those productions ; and, 
by a natural consequence, the more profitable are they to the pro- 
ducers ; for price rises with the demand. But this advantage is to be 
derived from real production alone, and not from a forced circulation 
of products; for a value once created is not augmented in its passage 
from one hand to another, nor by being seized and expendect by the 
0ovemmentv instead of by an individual. The man, tnat lives upon 
we productions of other people, originates no demand for those pro- 
ductions; he merely puts him'sclf m the place of the producer, to 
tbe great injury of production, as we shall presently see. 

2l That each individual is interested in tne general prosperity of 
an, and that the success of one branch of industry promotes that of 
all tbe others. In fact, whatever profession or line of business a 
man may devote himself to, he is the better paid and tlie more 
readily mids employment, in proportion as he sees others thriving 
equal^ around him. A man of talent, that scarcely vegetates in a 
njtrograde state of society, would find a thousand ways of turning 
hia faculties to account in a thriving community that could afford to 
employ and reward his ability. A merchant established in a rich 
ana populous town, sells to a much larger amount than one who sets 
op in a poor district, with a population sunk in indolence and apathy. 
what could an active manufacturer, or an intelligent merchant, do 
in a small deserted and semi-barbarous town in a remote corner of 
Poland or Westphalia ? Though in no fear of a competitor, he could 
■ell but little, because little was produced ; whilst at Paris, Amster- 
dam, or London, in spite of the competition of a hundred dealers in 
hia own line, he might do business on the largest scale. The reason 
is obvious: he is surrounded with people who produce largely in an 
infinity of ways, and who make purchases, each with his respective 
products, that is to say, witli the money arising from the sale of 
what he may have produced. 

This is the true source of the gains made by the towns' people out 
of the country people, and again by the latter out of the former; both 

* The capitalist, in spending the interest of hie capital, spends his portion of the 
■radacta raiaad by tbo employment of that capital. The (rencral rules that refru- 
lale the ratio he receives will be invostij^itod in Book II., infrd, Should he ever 
■pand the prhicipa], still he consumes products only ; f(>r capital consists of pro- 
daeta. deYoted indeed to reproductive, but t:usceptible of unproductive consump- 
i; to which it ia in fact consigned whenever it is wasted or dilapidated. 
12* S 
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of theiii liave wherewith to buy moi'e largely, the more amply they 
themselves produce. A city, standing in the centre of a ricn suT' 
rounding country, feels no want of rich and numerous cuslomen; 
and, on the other hand, the vicinity of an opulent city gives addi- 
tional value to the produce of the country. The division of natioiu 
into agricultural, manufacturing, and commercial, is idle enough. 
For the success of a people in agriculture is a stimulus to its manu- 
facturing and commercial prosperity ; and the flourishing condition 
of its manufacture and commerce reflects a bencflt upon its agri- 
culture also.* 

The position of a nation, in respect of its neighbours, is analogous 
to the relation of one of its provinces to the others, or of the country 
to the town; it has an interest in their prosperity, being sure to profit 
by their opulence. The government of the United States, tlierefore, 
acted most wisely, in their attempt, about the year 1802, to civiliie 
their savage neighbours, the Creek Indians. The design was to 
introduce habits of industry amongst tliem, and make them producers 
capable of carrying on a barter trade with the Stales of tne Unionj 
for there is nothing to be got by dealing with a people that have 
nothing to pay. It is useful and honourable to mankind, that one 
nation among so many should conduct itself uniformly upon liberal 
principles. The brilliant results of this enlightened policy will de- 
monstrate, that the systems and theories really destructive and falla- 
cious, are the exclusive and jealous maxims acted upon by the old 
European governments, and by them most impudently styled prac- 
tical truths, for no other reason, as it would seem, than because they 
have the misfortune to put them in practice. The United States 
will have the honour of proving e.^perimenlally, that true policy goes 
hand-in-hand with moderation and humanity.f 

• A productive pBlablishment on a Inrge scale is sure to animate the industry 
of the whole neighbourhood. "In Mexico," says Ilumboldl, "the best culti- 
vated tract, and tlint which brln^ Co the recollection of the traveller the moat 
beautiful part of French scenery, is the level country extending from Salamanca 
as tiir as Sllao, Guanaxuulo, and Villa de Iieon, and encircling the richest misM 
of the known world. Wherever the veins of precious metal have been discovered 
and worked, even in the most desert part of the Cordilleras, and in the molt 
bnrren and insulated spots, the working of the mines, insteitd of interrupting tbe 
business of superHcial cultivation, has given it more than usual activitj. Tlie 
opening of a considerable vein is sure io be followed by the immediate erection 
of a town; farmin); concerns are established in the vicinity; and the spot so lately 
insulated in the midst of wild and desert mountains, is soon brought into conttct . 
with the tracts beibre in tillage." Eiaai pol. tur. la Nouv. Etpagne. 

t It is only by the recent advances of political economy, that tbeae inoit 
important truths have been made manifest, not to vulgar apprehension alone, bat 
even to the most distinguished and enlightened observeni. We read in Volbura 
that "such is tlie lot of humanity, tiiat the patriotic desire for one's country'* 

grandeur, is but a wish for the humiliation of one's neighbours; that it ii 

clearly impossible for one country to Earn, except by the loss ol other." {Di-t, 
Phil. AtI. Falrif.) By a continuation of the same false reasouj he goe* on ta 
declare, that a thorough cilinen of tlie world eannot wish h.- country to bo 
greater or less, richer or poorer. It is true, that he would not di : her to extend 
file limits of her dominion, because, io so doing, she might mger hw owa 
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.& From thii fruitfiil principle, we may draw this further conclu- 
tlmt it is no injury to the internal or national industry and pro- 
oo to buy and import commodities from abroad ; for nothing 
be bou^t from stranffers, except with native products, which 
ind a vent m this extemai traffic. Should it be objected, that this 
Ibraign produce may have been bought with specie, 1 answer, specie 
is nol slways a native product, but must have been bought itself 
with the products of native industry ; so that, whether the foreim 
aiticles be paid for in specie or in home products, the vent for 
nntional industry is the same in both cases.* 

^ The same principle leads to the conclusion, that the encourage- 
ment of mere consumption is no benefit to commerce ; for the diffi- 
eaky lies in supplying the means, not in stimulating the desire of 
eonsumption; and we have seen that production alone, furnishes 
those means. Thus, it is the aim of good government to stimulate 
pvoductioHy of bad government to encourage consumption. 

For the same reason that the creation of a new product is the 
opening of a new market for other products, the consumption or 
destruction of a product is the stoppage of a vent for them. This is 
no evil where tne end of the product has been answered by its 
destruction, which end is the satisfying of some human want, or the 
creetion of some new product designed for such a satisfaction. 
Indeed* if the nation be in a thriving condition, the gross national 
re-production exceeds the gross consumption. The consumed pro- 
ducts have fulfilled their office, as it is natural and fitting they should ; 
the consumption, however, has opened no new market, but just the 
reverscf 

Having once arrived at the clear conviction, that the general de- 
mmnd for products is brisk in proportion to the activity of production, 
we need not trouble ourselves much to inquire towards what chan- 
nd of industry production may be most advantageously directed 
The products created give rise to various degrees of demand, accord 
ing Id the wants, the manners, the comparative capital, industry, and 

«d]«bciflf ; but be will desire her to process in wealth, for her progressive 

that of all other nations. 



* Thm sflbct hai been sensibly experienced in Brazil of late years. The large 
ifMHto of European commodities, which tlie freedom of navigation directed to 
the BMrfceCs of Brazil, has been so favourable to its native productions and 
mmmtmctf that Brazilian products never found 00 good a sale. So there is an 
■Sbees of a nalioiial benefit arising from importation. By the way, it might 
Itove pfriiwp been better for Brazil if the prices of hi.>r products and the profits 
of har pradoeen had risen more slowly and gradually ; for exorbitant prices 
load to the establishment of a permanent commercial intercourse ; it is 
to gmin by the multiplication of one*s own products than by their increased 



t If the barren oonsomption of a product be of itself adverse to re-production, 
■ei a difflinatioo yro ianto of the existing demand or vent for produce, how shall 
vsiaslgiMta that degree of insanity, which would induce a government delibo- 
ntsly to born and destroy the imports of foreign products, and tlius to annihilate 
ribs sols adfantags accruing from unpniductive consumption, that is to qrv th^ 
gnlifieatiaa of the wants of the consumer ^ 
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natural resources of each country ; Ihe article m in request, 
owing to the competition of buyers, yields the best inier.st of money 
to tlie capitalist, the largest profits to the adventurer, and the best 
wages to the labourer; and tne agency of their respective services 
is naturally attracted by these advantages towards those particular 
channels. 

In a comniunily, city, province, or nation, that produces abun- 
dantly, and adds every moment to the sum of its products, almost all 
the branches of commerce, manufacture, and generally of industry, 
yield handsome profits, because the demand is great, and because 
there is always a large quantity of products in Ihe market, readyto 
bid for new productive services. And, vice versa, wherever, by 
reason of the blunders of the nation or its government, production is 
stationary, or does not keep pace with consumption, the demand 
gradually declines, the value of the product is less than the char^ 
of its production ; no productive exertion is profierly rewarded ; pro- 
fits and wages decrease ; the employment of capital becomes less 
advantageous and more hazardous ; it is consumed piecemeal, not 
through extravagance, but through necessity, and because the sources 
of profit ore dried up.* The labouring classes experience a want of 
work ; families before in tolerable circumstances, are more cramped 
and confined ; and those before in dithculties are left altogether aes- 
tilulc. Depopulation, misery, and returning barbarism, occupy the 
place of abundance and happiness. 

Such are the concomitants of declining production, which are 
only to be remedied by frugality, inlclligcnce, activity, and freedook 



CHAPTER XVI. 



It is common to hear people descant upon the benefits of an active 
Circulation ; that is to say, of numerous and rapid sales. It is mate- 
rial to appreciate them correcllv- 

The values engaged in actual production cannot be realized and 
employed in produciion again, until arrived at the last stage of com- 
pletion, and sold to the consumer. The sooner a product is finished 
and sold, llie sooner also can the portion of capital vested in it bo 
applied to the business of fresh production. The capital beine 
engaged a shorter time, there is less interest payal ' to the ca[»- 

• Consumption of this kind gives no encouragement to fiiture nroductkn, bat 
lievoura pnwiucta nlready in existence. No additional d nd n l>e crated 

jntil there be new proiiiicla mised ; there is only an ex ne product fit 

aaoUier. Neither can one branch of industry suffer wiiu ting Ihe real. 
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no IS a saving in the charges of production ; it is, therefore, 
itagOi that the successive operations performed in the course 
ction should be rapidly executed. 

ly of illustratii^ the eflects of this activity of circulation, let 
them in the instance of a piece of printed calico.* 
boa trader imports the cotton from BraziL It is his interest 
hctors in America be expeditious in making purchases and 
{ cargoes, and likewise, that he meet no delay in selling his 
I a French merchant ; because he thereby gets his returns 
^, and can sooner recommence a new and equally lucrative 
IL So far, it is Portugal that benefits by the increased 
of circulation ; the subsequent advantage is on the side of 
If the French merchant keep the BrazU cotton but a short 
his warehouse, before he sells it to the cotton-spinner, if the 
afler spinning sell it immediately to the weaver, if the 
dispose of it forthwith to the calico printer, and he in his turn 
ithout much delav to the retail dealer, from whom it (quickly 
» the consumer, this rapid circulation will have occupied for 
r period the capital embarked by these respective producers ; 
rest of capital will have been incurred ; consequently the 
Ht of the article will be lower, and the capital will have been 
er disengaged and applicable to fresh operations. 
ese difierent purchases and sales, with many others that, for 
I sake, I have not noticed, were indispensable before the 
>tton couki bo worn in the shape of printed calicoes. They 
lany productive fashions given to this product ; and the more 
they may have been given, the more oenefit will have been 
from the production. But, if the same commodity be merely 
era] times over in a year in the same place, without undcr- 
ly fresh modification, this circulation would be a loss instead 
3, and would increase instead of reducing the prime cost to 
omer. A capital must be employed in buying and re-selling, 
;rest paid for its use, to say notiiing of the probable wear 

* of the commoditv. 

jobbing in merchandise necessarily causes a loss, cither to 
ler, if the price be not raised by the transaction, or to the 
sr, if it be raised.! 

LCtivity of circulation is at the utmost pitch to which it can 
led with advantage, when the product passes into the hands 

tisrm ciicalation, as well as many others employed in the science of 
BCODomj, is daily made use of at random, even by persons that pride 
m npoo their precision. ^ The more equally circulation is diffused,*" 
iSwye, in one of his works, ** the less indijjrence is to be found in tlio 
J,** With great deference to the learned academician, what possible 
ean the wora circulation have in this passage 1 

nde of specalation, as wo have before observed, (ruprd. Chap. IX.) it 

• of nee in withdrawing an article from circulation, when its price u 
to dieeoange the producer, and restoring it to circulation, when tha; 
BDStiinUj imised upm the consumer. 



n 
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of a new productive agent Ihc instant it is fit to re< ' a new modt- 
ficalton, and is ultimately handed over to the consumer, the instant 
it has received the last finish. All kind of activity and buatle not 
tending to this end, far from giving additional activity to circutatioD) 
is an impediment to the course of production — an obstacle lo circi> 
lation by all means to be avoided. 

With respect to the rapidity of production arising from the more 
skilful direction of industry, it is an increase of rapidity not in cir- 
culation, but in productive energy. The advantage is analogous; it 
abridges the amount of capital employed 

1 have made no distinction between llie circulation of goods and 
of money, because there really is none. While a sum of money lies 
idle in a merchant's coffers, it is an inactive portion of his capital, 

fircci.scly of the same nature as that part of his capital which is 
ying in his warehouse in the shape of goods ready for sale. 

The best stimulus of useful circulation is, the natural wish of all 
classes, especially the producers tliemselves, to incur the least possi- 
ble amount of interest upon the capital embarked in their respective 
undertakings. Circulation is much more apt to be interrupted by 
the obstacles thrown in its way, than by the want of proper encour- 
agement. Its greatest obstructions are, wars, embargoes, oppressive 
duties, the dangers and difiicuhies of transportation. It flags in 
times of alarm and uncertainly, when social order is threatened, and 
all undertakings are hazardous. It flags, too, under the general dread 
of arbitrary exactions, when every one tries to conceal the extent of 
his ability. Finally, it flags in times of jobbing and speculation, 
when the sudden fluctuations caused by gambling in produce, make 
people look for a profit from every variation of mere relative price: 
goods are then held back in expectation of a rise, and money in the 
prospect of a fall ; and, in the interim, both these capitals remain 
inactive and useless to production. Under such circumstances, 
there is no circulation, but of such products as cannot be kept with- 
out danger of deterioration ; as fruits, vegetables, grain, and all arti- 
cles that spoil in the keeping. With regard to them, it is thought 
wiser to incur the loss of present sale, whatever it be, than to risk 
considerable or total loss. If the national money be deteriorated, H 
becomes an object to get rid of it In any way, and exchange it for 
commodities. This was one of the causes of the prodigious circu- 
lation that took place during the progressive depreciation of tfae 
French assignals. Everybody was anxious lo find some emjjoy- 
ment for a paper currency, whose value was hourly depreciating; it 
was only taken to be re-invesied immcdialely, and one might nave 
supposed it burnt the fingers it passed through. On tl-at occauon, 
men plunged into business, of which they were utterly ignorant; 
manufactures were established, houses repaired and urnished, no 
expense was spared even in pleasure; until at length ill the valoo 
each individual possessed in assignals was finally coi med, invett 
ed or lost altogether. 
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/ ' CHAPTER XVIL 

EFFBCT OP^VEBNBfENT RBQULATIONS INTENDED TO INFLUENCE 

PRODUCTION. 

SimicTLT speaking, there is no act of government but wiiat has 
influence upon production. I shall confine myself in this 
dMpter to such as are avowedly aimed at the exertion of such in- 
flDenoe ; leserving the effects of the monetary system, of loans, and 
of taiesy to be treated of in distinct chapters. 

The object of governments, in their attempts to influence produc- 
tiooy ist either to prescribe the raising of particular kinds of produce 
which they judge more advantageous than others, or to prescribe 
methods of production, which they imagine preferable to other 
BethodsL Tne effects of this two-fold attempt upon national wealth 
will be investigated in the two first sections of this chapter ; in the 
remaining two, I shall apply tlie same principles to tlic particular 
cases of privileged companies, and of tiie corn-trade, both on account 
ef their vast importance, and for the purpose of further explaining 
and illustrating the principles. We shall see, by the way, what 
leasons and circumstances will require or justify a deviation from 
general principles. The grand mischiefs of authoritative interference 
proceed not from occasional exceptions to established maxims, but 
nrom (else ideas of the nature of things, and the false maxims built 
■pon them. It is then that mischief is done by wholesale, and evil 
pnrsiied upon system ; for it is well to beware, that no set of men 
more bigoted to system, than tliose who boast that they go upon 



SeGTIO!! I. 

Effect of Regulations preseribing the Nature of Products. 

The natural wants of society, and its circumstances for the time 
facing occasion a more or less lively demand for particular kinds of 
ivoducts. Consequently, in these branches of production, produc- 
tive services are somewhat better paid than in the rest; that is to say, 
the profits upon land, capital and labour, devoted to those branches 
ofproductienv are somewhat larger. This additional profit naturally 

* TIm ifTC i t e it sticklers for aclherincr to pnctical notionis set out with tho 
iao c/^neiml principles: thoy bcrrin. for insbince, with Rayin;;^, that no 
an dispute the position, that one individuni can ^in only what another 
woA ono nation profit only hy tho mcrificfrs of another. What in this hut 
D I and one so unsound, that itx abettors, iiisteail of prjmesMin^ morp prac- 
tisil knowledge than other people, show their uttor ifrnorance of many facts, the 
■B^Bainlaiice with which is indiiipenmblc to tho formation of a correct j'ldcrnicnt. 
Ab amn, who understands the real nature of prorluciion, and sees how new woaltJi 
be. and is daily created, would attempt to advance so gross an absurdity 
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attracts producera, and thus the nature of the produc 9 is always 
regulated by ihe wanta of society. We have seen in a precediiig 
chapter (X V.,) that these wants are more ample in proportion to the 
sum of gross production, and that society in the aggregate is a larger 
purchaser, in proportion to ita means of purchasing. 

When authority throws itself in ihe way of this natural cotirse of 
things, and says, the product you are about to create, that which 
yields the greatest profit, and is consequently the most in request, is 
by no means the most suitable to your circumstances, you must 
undertake some other, it evidently directs a portion of the produc- 
tive energies of the nation towards an object of leas desire, at the 
cipense of another of more urgent desire. 

In France, about the year 1794, there were some persons perse- 
cuted, and even brought to the scaffold, for having converted corn- 
land into pasturage. Yet the moment these unhappy people found 
it more profitable to feed cattle than to grow corn, one might have 
been sure that society stood more in need of cattle than of com, 
and that greater value could be produced in one way than In tlw 
other. 

But, said the public authorities, the value produced is of less 
importance than the nature of ihn product, and we would rather 
have you raise 10 dollars worth of grain than SO dollars worth of 
butcher's meat. In this they betrayed their ignorance of thia sim- 
ple truth, that the greatest product is always the best; and that an 
estate, which should produce in butcher's meat wherewith to pur- 
chase twice as much wheat as could have been raised upon it, pro- 
duces, in reality, twice as much wheat as if it had been sowed with 
grain ; since wheat lo twice the amount is to be got for its product 
This way of getting wheal, they will lell you, does not increase its 
total quantity. True, unless it be introduced from abroad; but 
nevertheless, this article must at the time be relatively more plenti- 
ful than butcher's meat, because the product of tvvo acres of wheat 
is given for that of one acre of pasture.* And, if wheal be suffi- 
ciently scarce, and in sufficient request lo make tillage more profita- 
ble than grazing, legislative interference is superfluous altogether; 
for self-interest will make the producer turn his attention to the 
former. 

The only question then is, which is the most likely to know what 
kind of cultivation yields the largest returns, the cultivator or Ihe 
government; and we may fairly lake it for granted, that the culti- 
vator, residing on the spot, making it the object of constant study 
and inquiry, and more interested in success than anybody, is better 
informed in this respect than (he government 

• At the diaiBlroua period in question, there i no i i tnt oT whckti 

Ihe frrowcra merely felt iL disLncliniition t/D sell lui | i Wheitwu 

Hold tor reul value at a very rea»)nabtc rate ; and, lJiuui;h a. n- jrcd tbolUBnl 

acres of posture Innd lind l)ecn converted into ' , iinctinalion la 

Qxchan^ wheat lar a discredited paper-money i e been & jot 
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Should it be insiflted upon in argument, that the cultivator knows 
qoljr the prioe-curreot OTthe day, and does not, like the government, 
provide for the future wants of the people, it may be answered, that 
one of tbe taJeots of a producer, and a talent his own interest obliges 
him assiduously to cultivate, is not the n)ere knowledge, but the fore- 
kiiowledfi«» of human wants.* 

An era of the same description was occasioned, when, at another 
periodt the proprietors were compelled to cultivate beet-root, or 
woad in lieu of grain : indeed, we may observe, en passant, that it 
is alwajrs a bad speculation to attempt raising the products of the 
torrid, under the sun of the temperate latitudes. The saccharine and 
colonrinff juices, raised on the European soils, with all the forcing in 
the worM, are very inferior in quantity and quality to those that 
grow in profusion in other climates .-f while, on the other hand, those 
•oils yield abundance of grain and fruits too bulky and heavy to be 
imported from a distance. In condemning our lands to the growth 
of products ill suited to them, instead of those they are better calcu- 
lated tor, and, consequently, buying very dear what we might have 
cheap enough, if we would consent to receive them from places 
where they are produced with advantage, we are ourselves the 
Tictims of our own absurdity. It is the very acme of skill, to turn 
the powers of nature to best account, and the height of madness to 
contend asainst them ; which is in fact wasting part of our strength, 
■I d c s truym g those powers she designed for our aid. 

AgaiUf it IS laid down as a maxim, that it is better to buy products 
dear, when the price remains in the country, than to get them cheap 
fitm foreign growers. On this point I must refer my readers to that 
analyais of production which we have just gone through. It will 
there be seen, that products arc not to be obtained without some 

;rifice« — ^without the consumption of commodities and productive 
in some ratio or other, the value of which is in this wav 

I completely lost to the community, as if it were to be exported.J 

* Of oomsei in extraordinary cases, like that of a sie^c or a blockade, ordinary 
ndfls of oonduct most be disregarded. However irksome the necessity, violent 
to the natural course of human afiairs must be removed by counter- 
▼iolflnce; poison is in dangerous cases resorted to as a medicine; but these 
require extreme care and skill in tlie application. 

^ M» de HwnhMt has remarked, that seven square leagues of land in a 
trapiflid climate, can furnish as much sugar as the utmost consumption of France, 
ia ili bait days, his ever required. 

X b the sequel of this chapter, it will be shown, that values exported give 
fSMJselj the Mme encouragement to domestic industry, as if they are consumed 
at hantbm In the instance just cited, suppose that wine had been grown instead 
of the sugar of beet>root, or the blue dye of woad, the domestic and agricultural 
hdu s Uy oir the natioa would have been quite as much encouraged. And, since 
the pradnct would bare been more congenial to the climate, tlie wine produced 
I the Mme land would have procured a larger quantity of colonial pugar 
faidigo through the channel of commerce, even if conducted by neutrals or 
■isfc Tbe colonial sugar and indigo would have been equally the product 
sf ev oi|a land, though first assuming &e shape of wine ; only the same space 
sf Isai would have produced them m superior auantity and quality. And the 
i i se c ni e n t to domestic industry would be the same, or rather would be 

la T 
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I can liardly suppose any government will be t 1 enough to 
object, that it is indifferent about the profil, which m it be derived 
from a more advantageous production, because it wo t fall to the 
lot of individuals. The worst governments, those whicn set up their 
own interest in the most direct opposition to that of their subjects, 
have by this time learnt, that the revenues of individuals are the 
regenerating source of public revenue; and that, even under despotic 
and military sway, where taxation is mere organized spoliation, the 
subjects can pay only what they have themselves acquired. 

The maxims we have been applying to agriculture are equally 
applicable to manufacture. Sometimes a government entertains 8 
notion, that the manufacture of a native raw material is better for 
the national industry, than the manufacture of a foreign raw malraiaL 
It is in conformity to this notion, that we have seen instances of 
preference given to the woollen and linen above the cotton manufac- 
ture. By this conduct we contrive, as far as in us lies, to Umil the 
bounty of nature, which pours forth in different climates a variety 
of materials adapted to our innumerable wants. Whenever humao 
efforts succeed in attaching to these gifts of nature a value, that is to 
say, a degree of utility, whether by their import, or by any modifi- 
cation we may subject them to, a useful act is performed, and aE» 
item added to national wealth. The sacrifice we make to foreigners 
in procuring the raw material is not a whit more to be regrettal, 
than the sacrifice of advances and consumption, that must be made 
in ev';ry branch of production, before we can get a new product 
Personal interest is, in all cases, the best judge of the extent of tbe 
sacrifice, and of the indemnity we may expect for it; and, alttwi^Ii 
this guide may sometimes mislead us, it is the safest in the long-nin, 
as well as the least costly.* 

But personal interest is no longer a safe criterion, if individtwJ 

(rrenler ; because a product of superior va\ue would reward more waply tbt 
agency of llie land, capital, and industry, engaged in tlie production, 

* One is oblifjed every moment to turn round and combat ohjecliong, tint 
ne\er could have been started, if the science of political economy had beennxw 
widely diffijsed. It will here, for inatniice. In all probnbility, be said, — gnuliiV 
t]iBt the sacrifice made in tlic purchase of the raw flax for manufncture, and ihl 
made in llie purchase of cotton, is to the manulkcturer or merchant equal in ito 
one case and the other, — still, In the one case, the arnounl of the sacrifice ii o* 
pended and consumed in tlie nation itself, and condueca to the national «!'»• 
taee ; in the other, the whole advantage goes to the foreign (fTDwer. I bbbbt 
the advantapc jfoes to the nation in either case; for the foreign raw malaill- 
cotton, cannot be purchased, except with a domestic product, which miM H 
Unighl nf the national grower befnre Iho merchant can go to market; whether 
ilix or any thing else, it mast be some value of domestic creation. Why MJ 
he not liiiy with money 1 Money Itself must have been originally pnmiMri 
with some other product, which nmat have employed dom''«''c '"'•ustry, mb«A 
as the growth of flax. Tur" it which way yiMi wilt, it c o he same iJoit 

in the end. Wealth can only be acquired by the produciiuu oi value, or W 
by its consumption ; and, putting absolute robbery out of < tion, the wkot> 
consumption of ft nation must always be supplied from iu m 1 resos" " 

land, capital, and indiutry, even that portum of it which ^^^upoo i 
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interests are not led to counteract and control each otlier. If one 
individual, or one class, can call in the aid of authority to ward oiF 
the effects of competition, it ac(]uircs a privilege to the prejudice and 
It the cost of the whole coniinunity ; it can then make sure of pnjfits 
not altogether due to the productive services rendered, but com|)osed 
in part of an actual tax upon consumers for its private profit; which 
tax it commonly shares with the authority that thus unjustly lends 
ill support. 

The legislative body has great diiBculty in resisting the importu- 
nate demands for this kind of privileges; the applicants are the pro- 
ducers that are to benefit thereby, who can represent, with much 
phosibility, that their own gains are a gain to the industrious classes, 
and to the nation at large, their workmen and themselves being 
members of the industrious classes, and of the nation.* 

When the cotton manufacture was first introduced in France, all 
the merchants of Amiens, Khcims, Beauvais, &c. joined in l«)ud 
Mnonstrances, and represented, that the industry of these towns 
^ras annihilated. Yet they do not ap])ear less industrious or rich 
than they were fifty years ago ; while the opulence of Ilouen and 
all Normandy has been wonderfully increased by the new fabri(r. 

The outcry was infinitely greater, when printed calicoes first 
came into fashion; all tlio chambers of commerce were up in arms; 
meetings, discussions everywhere took j^lacc ; memorials and dcj>u- 
tations poured in fr(»m every quarter, and great sums were si)ciit in 
the opposition. Rouen now stood forward to represent the misery 
about to assail her, and painted, in moving colours, ^'old Mien, 
yromen, and children, rendered destitute ; the best cultivated lands 
in the kingdom lying waste, and the whole of a rich and beautiful 
province depopulated." The city of Tours urged the lamentations 
of the deputies of the whole kingdom, and foretold "a commotion 
that would shake the frame of social order itself." Lyons coul<l not 
▼icw in silence a project " which filled all her manufactories with 
alarm/* Never on so important an occasion had Paris presented 
itself at the foot of a throne, "watered with the tears of commen-c." 
Amiens viewed the introduction of printed calicoes as the gulf tfiat 
most inevitably swallow up all the manufactures of the kinird'Hii. 
The memorial of that city, drawn up at a joint meeting of the three 
eorporations, and signecl unanimously, ended in these terms: "To 
conclude, it is enou.i^h for the eternal prohibition of the use of printed 
calicoes, that the wlmlo kingdf)in is chilled with'horror at the news 
of their proposed tolenition. l^ox popufi Vitx thi^ 

Hear what Roland dc \\\ Platiere, who had the j)rosentation of 
tkese remonstrances in quality of inspector-i^eneral of manufactMrcs 
says on this subject, ** Is there a sini^le individual at the prcM.nt 

• No one cricp out n^niin^it thnm. bncaiise vrry f*»w kncuv ii*ho it is tliat pnys 
ths fpiinii of tho ln<)^(lpoll^t. Tli»* roil suflererR, tln! roiismncrri thniiriolvfs. ntU'n 
fed the presiujm. wit)ioiit boinir nwaro of the cause uf if, and nro the lir-t tx) 
the enlijrhlpnefl iiidiviflii.ils, who arc really aJvocntin;^ their iiitcri>st<i. 
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moment, who is mad enough to deny, that the fabric of printed cali- 
coes employs an immense number of hands, what with llie dressing 
of cotton, the spinning, weaving, bleaching, and printing? This 
article has improved the an of dyeing in a few years, more than all 
the other manufactures together have done in a century." 

I must beg my readers to panse a moment, and reflect, what firm- 
ness and extensive information respecting the sources of public pros- 
perity were necessary to uphold an administration against so general 
a clamour, supported, amongst the principal agents of authority, by 
other motives, l)esides that of public utility. 

Though governments have too often presumed upon iheir power 
to benefit the general wealtli, by prescribing to agriculture and 
manufacture the raising of particular products, they Have interfered 
much more particularlv in the concerns of commerce, especially of 
external commerce. These bad consequences have resulted from a 
general system, distinguished by the name of the exclusive or mer- 
* cantile system, which attributes the profits of a nation to what is 
technically called a favourable balance of trade. Before we enter 
upon the investigation of the real effect of regulations, intended to 
secure to a nation this balance in its favour, it may be as well to 
form some notion of what it really is, and what is ' 
object ; which 1 shall attempt in the following 

DIGRESSION. 

UPON WHAT IS CALLED THE BALANCE OF TRADE. 

The comparison a nation makes between the value of its exports 
to, and that of its imports from, foreign countries, forms what is 
called the balance of its trade. If it have exported more commodi- 
ties than it has imported, it is taken for granted that the nation has 
to receive the difference in gold and silver; and the balance of trade 
is then said to be in its favour; and when the case is reversed, the 
balance is said to be against it. 

The exclusive system proceeds upon these maxims: 1. That the 
commerce of a nation is advantageous, in proportion as its exports 
exceed its imports, and as there is a larger cash balance receivable 
in specie, or in the precious metals : 2. That by means of duties, 
prohibitions, and bounties, the government can make that balance 
more in favour of, or less against, the nation. 

These two maxims must be analysed minutely in the first place; 
then, let us see what is tlie course of practice. 

When a merchant sends goods abroad, he causes them to be there 
sold, and receives, by the hands of his foreign correspondents, the 
lirice of his goods, in the money of the country. If he expects to 
make a profit upon the return cargo, he causes that price to be laid 
out in foreign produce, and remitted home to him. The operatioii 
is with little variation the same, when he hi other end{ 

Uiat is to say, by making purchases abroad, wmcn pays for by 
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nmittiiig domertic products thither. These operations arc not 
ilways executed on account of the same merchant It sometimes 
happens that the trader, who undertakes the outward, will not under- 
take the homeward adventure. In that case he draws bills payable 
after date, or upon sight, upon his correspondents, by whom the 
goods have been sold; these oiils he sells or negotiates, to somebody, 
who sends them to the place they are drawn upon, where they are 
made use of in the purchase of fresh goods, which the last mention- 
ed person imports himself.* 

In both cases, one value is exported, another \'alue is imported in 
return ; but we have not to stop to inquire, if any part of the value 
either exported or imported consisted of tlic precious metals. It 
may reasonably be assumed, that merchants, when left the free 
choice of what goods they will speculate in, will prefer those that 
ofler the largest profit ; that is to say, those which will bear the 
greatest value when they arrive at the place of destination. For 
example, a French merchant has consigned brandies to England, 
and has to receive from England for such his consignment, 1000/. 
sterling : he naturally sits down to calculate the difference between 
what he will receive, if he import his 1000/. in the shape of the 
precious metals, and what he will receive, if he import that sum in 
(he shape of cotton manufactures.! 

* What has been said of one trader, may be t«iid equally of two— three, — in 
alKHt, of ill the traders in the nation. As far as concerns the balance of com- 
merce, the operations of the whole will resolve themselves into what I have 
Just itated. individual losses may occur on eitlier side, from the folly or knavery 
of mna few of the traders en^ro^ed ; but we may take it for granted, that they 
will, oo the average, be inconsiderable, in comparison with the total of business 
done; it all events, the losses on the one side will commonly balance those on 
thecfther. 

It is of very little importance to our purpose to inquire, by whom tlie charge 
if timnsport is borne : usually, the £nglij;h trader pays the freight of tlic frtxxla 
lie faaja, and imports from France, and the French trader does the same upon his 
pnrplMeeii fiom EIngland ; both of them look for the reimbursement of this outlay 
lo the value added to tlie articles by the circumstance of transport 

fb nay be well here to point out a manifest blunder of some partisans of the 
eaeloBve system. They look upon nothing that a nation receives from abroad ae 
a BStioosI gain, except what is received in the furin of specie ; which is in effect. 
Id mtintaio, that a hatter who sells a hat for 5 dollars gains the whole 5 dollars, 
becaase he receives it in specie. But tliis cannot be ; money, like other things, 
is itself s commodity. A French merchant consigns to England, brandies to 
the smoaiit of 20l,0(X)yr. : his commodity was equivalent in France to that sum in 
ipecie ; if it mil in England for KMX)/. sterling, and that sum remitted in gold or 
alver be worth 24,(KM)/r. Uiere is a gain of 4000 /r. only, alUiough France has 
reeeired 24,000 fr. in specie. And, should Uic merchant lay out his 1000/. 
ilerling in cotton goods, and be able to sell them in France for 28,000 fr. there 
woidd then be a gain to the importer and to the nation of HUOO /r., although no 
ipecie whatever had been brought into the country. In short, the gain is pre- 
eaelr the excess of the value received above the value given tor it, whatever be 
the nrm in which the import is made. 

It b carioiu enough, that the mure lucrative external commerce is, the greater 
BiHt be the excess of the import alwve the export ; and that the very thing, 
which the partisans of tlic exclusive system deprecate as a calamity, is of al! 
13* 
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If the merchant find it more advantageous to get his returns io 
goods than in specie, and if it be admilled, that He knows his own 
.nieresl better ihan anybody else, the sole point left for discussion 
is, whether returns in specie, though less advantageous to the mer- 
chant, may not be better for the nation, than returns of any other 
article ; whellier, in short, it be desirable in a national point of view, 
that the precious metals should abound, in preference lo any othei 
commodity. 

What are the functions of the precious metals in the community 1 
If shaped into trinkets or plate, ihey serve for personal ornament, for 
the splendour of our domestic esiablishmenls, or for a variety rf 
domestic purposes; they are converted into watch-cases, spoons, 
forks, dishes, coffee-pots ; or rolled out into leaves for the embelliab- 
ment of picture frames, book-binding, and the like ; in which case, 
they form part of that portion of the capital of the community, which 
yields no interest, but is devoted to the production of utility or plea- 
sure. It is doubtless an advantage to the nation, that the material, 
■whereof this portion of its capital consists, should be cheap and abun- 
dant. The enjoyment they afford in these various wavs is then 
obtained at a lower rate, and is more widely diffused. 'There are 
many establishments on a moderate scale, wnich, but for the disco- 
very of America, would have been unable to make the show of plate 
that is now seen upon their tables. But this advantage must not be 
over-rated; there are other utilities of a much higher order. The 

Ihinga lo be desired. I will explain why. When there has been an export <rf 
10, unci an import inrelumof 11 millious, tlicre is in the nations value c^l mil- 
linn more than before the tntcrcliange. Anii, in spile of the speeiuus alatementi 
of the balance of commerce, this must almost atwaje be so, otherwise the traden 
would ^in nothing. In (act, the value of the export ia estitnated at its tsIb* 
before Bhipment, which is increased by the time il rea.cf]us its deatlDation: with 
this augmented value the return ia purchased, which also receives a like BCct» 
aion of value by the traneporL The value of thia import is estimated at the time 
ofentr^. Tlius, the result is the presence of a value equal to that exported, ]rfiit 
the [rajnB outward and homeward. Whereibrc, in a thriving country, the nlos 
of the total imports should always exceed that of tlie exports. VVluit then are 
we [Q think of the Report of the French Minister of the Interior of 1813, who 
makes the total exports to havo been 383 millions or/rnncf, and the total impcttSi 
cxclueive of specie, but 350 millions ; a statement upon which he felicilatoi » 
iiLition, as the most favourable that had ever been prexented. Whereai, tlM 
lulance shows, on the contrary, what everybody felt and hncw, Itiat the com* 
merce of France was then making immense losses, in crnisequeace of the Moft- 
ders of her administration, and the total ignorance of the first principlee at pii- 
tical economy. 

In a tract upon the kingdom of Navarre in Spain, (Anrtaks drs Voyagti, ton 
i. p. 312,) I find il Elated, that, on the comparison of the value of the exports with 
thai of the imparts of that kinetlom, there is found to l>e an annual excesi of IIm 
former above the latter of 120,000 dollars. Upon which the author very mfbIj 
observes, "thai if there be one truth more indisputable than another, il ia (hi, 
that a nation which is growing rich cannot be importing more than it is eiport- 
ing, for then its capital must liiminish perceptibly. And, since Navarre ia u) i 
Etate of gradual improvement, as appears from the advance of population and 
comfort, 11 ia clear," — that I know nolJiing about the matter, lie mijrht hira 
ndde<l ; — " for I am citing an estnhlished fact to give the lie to on indisputabio 
ivinciple," We ace every day witnessing contradictioosorthe sum kiad. 
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window-glaMt that keeps out the inclemency of the weather, is of 
much more importance to our comfort, than any species of plate 
wliatfoever ; yet no one has ever thought of encouraging its import 
or prodijctioa by special favour or exemptions. 

The other utility of the precious metals is, to act as the material 
of money, that is to say, of that portion of tlie national capital, 
which is employed in facilitating tlie interchange of existing values 
between one individual and another. For tliis purpose, is it any 
idfsntage that the material selected sliould be abundant and cheap T 
Ii a nation, that is more amply provided with that material, richer 
tban one which is more scantily supplied ? 

I must here take leave to anticipate a position, established in 
Ckapu XXL of this book, wherein the subject of money is considered, 
ounely, that tlie total business of national exchange and circulation, 
nqoires a given quantity of the commodity, money, of some amount 
or other. There is in France a daily sale of so much wheat, cattle, 
fid, property movable and immovable, which sale requires the 
daily mtervention of a given value in the form of money, because 
every commodity is first converted into money, as a step towards its 
fiirther conversion into other objects of desire. Now, whatever bo 
the lebtive abundance or scarcity of the article money, since a given 
fiUMtem is requisite for the business of circulation, the money must 
of course advance in value, as it declines in Quantity, and decline 
10 vake as it advances in quantity. Suppose tne money of France 
to amount now to 3000 millions of francs,* and that by some event, 
no matter what, it be reduced to 1500 millions; the 1500 millions 
win be quite as valuable as the 3000 millions. The demands of 
circulation require the agency of an actual value of 3000 millions ; 
that is to say, a value equivalent to 2000 millions of pounds of sugar, 
(taking susar at 30 sous per lb.) or to 180 millions of hectolitres of 
Wiieat (takinff wheat at 20 />. the hectolitre). Whatever be the 
Weight or bulk of the material, whereof it is made, the total value of 
the national money will still remain at that point; though in the latter 
Gtie^ that material will be twice as valuable as in the former. An 
OODce of silver will buy eight instead of four lbs. of suj^ar, and so 
ofall other commodities; and the 1500 millionsof coin will be cquiva- 
knt to the former 3000. But tlie nation will be neither richer nor 
poorer than before. A man who goes to market with a less quantity 
of coin, will be able to buy with it the same nuantity of commodities. 
A nation that has chosen gold for the material of its money, is e(]ually 
rich with one that has made choice of silver, though the volume of 
its money be much less. Should silver become fifteen times as 
scarce as at present, that is to say, as scarce as gold now is, an ounce 
of sQver would perform the same functions, in the character of money, 
as an ounce of gold now docs; and we should be equally rich in 
monoy. Or, should it fall to a par with cop[)er, wc should not be a 

*564 millions of dollara. 
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tot ihe richer in the article of money ; we should merely be encuni' 
bcred with a more bulky medium ot' circulation. 

On llie score, then, of the other utilities of the precious metals, and 
on that score only, their abundance makes a nation richer, because il 
extends the sphere of those utilities, and ditfuses their use. In the 
character of money, that abundance no wise contributes to national 
enrichment ;• but liie habits of the vulgar lead them to pronounce an 
individual rich, in proportion to the quantity of money he is possess- 
ed of; and this notion has been extended to national wealth, wliich 
is made up of the aggregate of individuals' wealth. Wealth, how- 
ever, as before observed, consists, not in the matter or substance, but 
in the value of tiiat matter or substance. A money of large, is worth 
no more than a money of smaii volume ; neither is a money of smalt, 
of less value than one of large volume. Value, in the form of coii>- 
modities, is equivalent to value to the same amount in llic form of 
money, 

It may be asked, why, then, is money so generally preferred to 
commodities, when the value on both sides is equal 1 This requires 
a little explanation. When I come to treat of money, it wilt be 
shown, that the coined metal of equal value commands a preference, 
because it insures to the holder the attainment of Ihe objects of desire 
by means of one exchange instead of two. He is not, like the holder 
of any other commodity, obliged, in the first instance, to exchange 
his own commodity, money, for the purpose of obtaining, by a 
second exchan^, the object of his desire; one act of exchange suf- 
tices ; and this it is comuined with the extreme facility of spportioD- 
nient, afforded by graduated denominations of the corn, which ren- 
ders it so useful in exchanges of value. Every individual, who has 
an exchange to make, becomes a consumer of the commodity, 
money; that is to say, every individual in the community; which 
accounts for the universal preference of money to commodities at 
large, where the value is equal. 

* It is a necessary inference from theac poeilioiu>, thai a nation g^ins in wealth 
by the partial export of its specie, t>eciiuBc the residue is of equil value to the 
total prcvioua amount, and the nation receives an equivalent for Ihe portion ex- 
ported. Mow ia thia to be accounted for? By the peculiar properly of money 
to exhibit its utility in the exercise, not of its physical or material qualiliea, but 
Uiose of iti) value alone. A leea quantity of bread will leas aatiMy tlie ciavlDg* 
of hunger; but a. less qunntity of money may piisaess an equal amount of utility; 
for iU; value augments wilb the dlminuliuu of its volume, and its value ia tba 
sole grounil of its employment. 

Whence it is evident, tliat governments should shape their course in the ofn 
pofiite direction to that pursued at preaent, and encourage, instead of discooraging, 
the export of specie. And so they assuredly will, when they shall underslaod 
their husinesa better: or rather. they will attempt neither the one nor the other, 
tor il is impossible that any considerable portion oTthe national specie can leave 
■ he country, without raisinj^ the value of the residue. And when it i« raised, 
less of it ia given in exchange for com nKidi ties, which arc then low in price, so 
lu to make it advii|ltai;eous afrain to import specie and export comniodilics, bj 
which action and reaction tlic quantity of the precious metals is, in sptte of ail 
regulaUons, kept pretty nearly at the amount requited bj the wonts of the mliML 
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But this Buperiority of money, in the interchange between indi- 
viduals, does not extend to that between nation and nation. In the 
latter, money, and, H fortiori^ bullion, lose all the advantage of their 
peculiar character, as money, and are dealt with as mere commodi- 
ties. The merchant, who has remittances to make from abroad, 
looks at nothinjg but the eain to be made on those remittances, and 
treats the precious metals as a commodity he can dispose of witli 
more or less benefit In his eyes, an cxchanjgc more or less is no 
object; for it is his business to negotiate exchanges, so as to get a 
profit upon them. An ordinary person might prefer to receive 
money instead of goods, because it is an article, whose value he is 
'better acquainted with: but a merchant, who is apprised of the 
prices current in most of the markets of the world, knows how to 
appreciate the value he receives in return, whatever shape it may 
appear under. 

An individual may be under the necessity of liauidating, for the 
purpose of giving a new direction to his capital, or ot partition, or the 
like. A nation is never obliged to do so. This liquidation is effected 
with the circulating money of ttie nation, which it occupies only for 
the time; the same money going almost immediately to operate 
another act of liquidation or of exchange. 

We have seen above (Chap. XV.) that the abundance of specie is 
not even necessary for the national facilitation of exchanges and 
■ales; for tliat buyers really buy with products,— each with his 
zespective portion of ttic products he has concurred in creating : that 
witti this he buys money, which serves but to buy some further pro- 
duct; and that, in this operation, money affords but a temporary 
convenience ; like the vehicles employed to convey to market the 
produce of a farm, and to brins; back the articles that have been pur- 
chased with the produce. Whatever amount of money may have 
been employed in the purchase of liquidation, it has passed for as 
much as it was taken for : and, at the close of the transaction, the 
individual is neither richer nor poorer. The loss or profit arises out 
of the nature of the transaction itself, and has no reference to the 
medium employed in the course of it 

In no one way do the causes, that influence individual preference 
of money to commodities, operate upon international commerce. 
When the nation has a smaller stock than its necessities require, its 
value within the nation is raised, and foreign and native merchants 
are equally interested in the importation of more: when it is redundant, 
its relative value to commodities at large is reduced, and it becomes 
advantageous to export to that spot, where its command of commo- 
dities may be greater than at home. To retain it by compulsory 
measures, is to force individuals to keep what is a burthen to tliem.* 

^ No one but an entire stmnj^r to these mattera would here be inclined tc 
otject, that maaey can never be burUionsH)me, and is always disposed of easily 
tnopgli. 80 it may be, indeed, by such as are content to throw its value away 
•Itcietbera or at Imat, to make a disadvantageous exchange. A confectioner 
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And here I might, perhaps, now dismiss tlio subject 1 be balance 
of trade; but such is the prevaihng ignorance on iL... i^pic, and 80 
uovel aie the views I have been taking, even to persons of the bet- 
ter classes, to writers and slatesmen ol the purest intentions and well 
informed on other points, that it may be worth while to put the 
reader on his zuard against some fallacies which are often set up in 
opposition to liberal principles, and are unfortunately llie ground- 
worV of the prevailing policy of most of the European States. I 
shall uniformly reduce the objections to tiie simplest terms possiblci 
that their weight may be the more easily estimated. 

It is said, that, by increasing the currency through the means of a 
favourable balance of trade, the total capital of a nation is augmented; 
and, on the contrary, by diminishing it, that capital is reduced. But 
it must be always kept in mind, that capital consists, not of so much 
silver or gold, but of the values devoted to reproductive consump- 
tion, which values necessarily assume an infinite variety of succes- 
sive forms. When it is intended to vest a given capital in any 
concern, or to place it out at interest, the firsl step is undoubtedly to 
realize the amount, by converting* into ready money the difTerenl 

may give awny Km sugar-plums, or est them himself; but in [hot case he loaea 
the value of them. It should bo observed, Umt the abundance of specie is com- 

Ctible with national mieery ; for the money, that goes to buy breail, must havo 
en tiought itself with other produeta. And, when production has to contend 
with adverse circumatancea, individuals are In grent distress tor monef, not 
because that article is scaree, whicli oftentimes it is not, but because the creation 
of tlie products, wherewith it is procumble, can not tie effected with advantage. 
• A merchant's legcr for two successive years may show him richer in the 
end of tlie second, than at tlie end of the first, although posnessed of a smallei 
amount of specie. Suppose the first year's amount to sUnd thus : — 

Ground and buildings 8000 

Machmery and movables- --....----.. 4000 

Stock in hand 3000 

Balance of good credits -..-..----... 1000 

Cash 4000 

Total 20,000 

And the second year's thus: — 

Ground and buildings --- ^)flO 

Machinery and movables --..-....... 6000 

Stnokinhand 6000 

Balance of good credits 2000 

Cash lOOO 

Total 22,000 

Exhibiting an increase of 2000 dollars, allJiough hie cash be reduced to una 
quarter of the former amount. 

A similar account, diflbring only in tlie ratios of the different items, might he 
made out Ibr the whole of the individuals in the community, nlio wouid £eu be 
pvidently richer, tlinugh poitsesscd of much less specie or caefa. 
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values one has at command. The value of the capita], thus assuming 
the tnuMient form of money, is quickly transmuted by one exchange 
after aoother into buildings^ ^%'orks, and perishable substances requi- 
wiiB for the projected enterprise. The ready money employed for 
the occasioD passes again into other hands, for the purpose of facili- 
tating fresh exchanges, as soon as it has accomplished its momentary 
dut^; in like manner as do many other substances, the shape of 
which this capital successively assumes. So that the value ot capi- 
tal is neither lost nor impaired by parting with its value, whatever 
malerial shape it happens to be under, provided tliat we part with it 
in a way that ensures its renovation. 

Suppose a French dealer in foreign commodities to consign to a 
foreign country a capital of 10,000 dollars in specie for the purchase 
of cotton; when his cotton arrives, he possesses 20,000 dollars value 
in cotton instead of specie, putting his profit out of the question for 
the moment Has anybody lost this amount of specie? Certainly 
not: the adventurer has come honestly by it. A cotton manufac- 
turer gives cash for the cargo; is he the loser of the price? No, 
surely: on the contrary, the article in his hands will increase to twice 
its value, so as to leave him a profit, after repaying all his advances. 
If no individual capitalist has lost the 20,000 dollars exported, how 
can the nation have lost them ? The loss will fall on the consumer, 
they will tell you : in fact, all the cotton goods bought and consumed 
will be so much positive loss; but the same consumers might have 
consumed linens or woollens of exactly the same value, without one 
dollar of the 20,000 being sent out of the country, and yet there 
would equally be a loss or consumption to that amount of value. 
The loss of value we are now sj)caking of is not occasioned by the 
export, but by the consumption, which might have taken place without 
any export whatever. I may, therefore, say, with the strictest truth, 
that the export of the specie has caused no loss at all to the nation. 

It has been urged, with much confidence, that, had the export of 
20,000 dollars never been made, France would remain in possession 
of that additional value ; in fact, that the nation has lost the amount 
twice over; first, by the act of export; secondly, by that of con- 
sumption : whereas, the consumption of an indigenous product would 
have entailed a single loss only. But I answer as before, that the 
export of specie has occasioned no loss; that it was balanced by 
equivalent value imported ; and that it is so certain, that nothing has 
been lost except the 20,000 dollars worth of imported commodities, 
that I defy any one to point out any other losers than the consumers 
of those commodities. If ttiere has been no loser, it is clear there 
can have been no loss. 

Would you put a stop to the emigration of capital? It is not to 
be prevented by keeping the specie in the country. A man resolved to 
transfer his capital elsewhere can do it just as elFectually by the con- 
signment of goods, whose export is permitted.* So much the bet- 

* The transfer of capital by bills on foreign countries, comes precisely to tlie 
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tor, M'c may be loW; for our manufaclurers will be efit by the 
exports. True; but iheir value exists no longer in the lation, since 
they bring back no return wherewith to make new p cuases; there 
has been a transfer of so much capital from amon^si you, to ave 
activity not to your own, but to some other nation's industry. This 
is a real ground of apprehension. Capital naturally flows to those 
places that hold out security and lucrative employment, and cr&du- 
ally retires from countries offering no such advantages : but it may 
easily enough retire, witliout being ever converted into specie. 
If the export of specie causes no diminulion of national capital, 

Erovided it be followed by a corresponding return, on the other 
ami, its import brings no accession of capital. For, in reality, 
before specie can be imported, it must have been purchased by an 
equivalent value exported for that purpose. 

On this point it has been alleged, thai by sending abroad goods 
instead of specie, a demand is created for goods, and the producer* 
enabled to make a profit upon their production. I answer, that, 
even when specie is sent abroad, that specie must have been first 
obtained by the export of some indigenous product; for, we may 
rest assured, that the foreign owner of it did not give it to the Frencn 
importer for nothing; and France had nothing to offer in the first 
instance but her domestic products. If the supply of the precious 
metals in the country be more than sufficient for the wants of the 
country, it is a fitter object of export than another commodity; and, 
if more of the specie be exported than the excess of the supply above 
the demand for the purposes of circulation, we may calculate with 
certainly, that, since the value of specie must have been necessarily 
raised by the e.ii porta lion, other specie will be imported to replace 
what has been withdrawn ; for the purchase of which last, home 
products must have been sent abroad, which will have j-ielded a 
profit to the home producers. In a word, every value sent out of 
France, for the purchase of foreign returns for the French market, 
may be resolved into a product of domestic industry, given either 
first or last, for France has nothing else to procure them with. 

Again, it has been argued, that it is better to export consumable 
articles, as, for instance, manufactures, and to keep at home those 
products not liable to consumption, or, at least, not to quick con- 
sumption, such as specie. Yet objects of quick consumption, if more 
in demand, are more profitable lo keep than objects of slower con- 
sumption. It M'ould often be doing a producer a very poor service, 
to make him substitute a quantity of commodities of slow consump- 
tion, for an equal p()rlion of his capital of more rapid consumption. 
If an ironmaster were to contract for the delivery to him of a 
quantity of coal at a day certain, and when the day came the coal 
could not be procurable, and he should be offered the value in money 
in its stead, it would be somewhat difficult to convince him of the 

nme thin^. It k a mere Etibslilute in tlie place of the 
export of commoditiep. who transfera his right (o receive 
value of which rcmftins abroad. 
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done him by the delivery of money ; which is an object of 
nmeh slower consumption than the coal he contracted for. Should 
m dyer send an order for dyins woods from abroad, it would be a 
pofttive injury to send him gold, on the plea, that, with equal value. 
It las the advantage of greater durability. He had no occasion for 
m durable article whatever ; what he wanted was a substance, which, 
tboii^ decomposed in his vats, would quickly re-appear in the 
colours of his stuffs.* 

If it were no advantage to import any but the most durable items 
of pnxluctive capital, there are other very durable objects, such as 
stone or iroa, that ought to share in our partiality with silver and 
gold- But the point of real importance is, the durability, not of any 
particular substance, but of the value of capital. Now the value of 
capital is perpetuated, notwithstanding the repeated change of the 
material shape in which it is vested. Nay, it cannot yield cither 
interest or profit, unless that shape be continually varied. To con- 
fine it to the single shape of money would be to condemn it to re* 
main unproductive. 

But I will ^ a step further, and, having shown that there is no 
advantage in importing gold and silver more than any other article 
ct merchandise, I will assert, that, supposing it were desirable to 
havo the balance of trade always in our favour, yet it is morally 
umossible it should be so. 

Gold and silver are like all the other substances that, in the aggre- 
nteb compose national wealth ; they are useful to the community no 
kaiger thsin while they do not exceed the national demand for them. 
Any such excess must make the sellers more numerous than the 
Duyers ; consequently must depress the price in proportion, and thus 
create a powerful inducement to buy in the home market, in the 
expectation of making a profit upon the export. This may be 
ilkistrated by an example. 

Sqipose K>r a moment the internal traflic and national wealth of a 
given country to be such as to require the constant employ of a 
Uiousaad csrriages of diflerent kinds. Suppose, too, that, by some 
peculiar system of commerce, we should succeed in getting more 
carriages annually imported, than were annually destroyed by wear 
and tear; so that, at the year's end, there should be 1500 instead of 
1000; is it not obvious, that there would be in that case 500 lying 
by in the repositories quite useless, and that the owners of them, 
rather than suffer their value to lie dormant, would undersell each 
other, and even smuggle them abroad if it were practicable, in the 
hope of turning them to better account? In vain would the govern- 

* In Book IIL, which treats of consumption, it will be seen, that the slower 
lads of nnpraductive consumption are preferable to the more rapid ones. But, 
ia the reproductive branch, tne more rapid are the better ; because, the moro 
aaiekly toe reproductioo is effected, the less charge of interest is incurred, and 
taa oftener the nme capital can repeat its productive agency. The rapidity of 
Dt moraover, does not affect external products in particular ; its di»- 
ue equal, whether the product be of home or foreign growth. 
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iiient conclude commercial treaties for the enco ent of their 

import: in vain would it expend ils eliurts in stimujuLiug ihe export 
of oiher commodities, for ihe purpose of getting returns in the shape 
of carriages ; the more the public authorities favoured the import, 
the more anxious would individuals be to export. 
. As it is with carriages, so is it with specie likewise. The de- 
mand is limited; it can form but a part of the aggregate wealth of 
the nation. That wealth can not possibly consist entirely of specie; 
for olher things are requisite besides specie. The extent of tne de- 
mand for that peculiar article is proportionate to the general wealth; 
in the same manner, as a greater number of carriages is wanted in a 
rich than in a poor country. Whatever brilliant or solid qualities 
the precious metals may possess, their value depends upon tJie use 
made of them, and that use is limiled. Like carriages, they have a 
value peculiar to them ; a value that diminishes in proportion to the 
increase of their relative plenty, in comparison with the objects of 
exchange, and increases in proportion to their relative scarcity. 

One is told, that every lliing may be procured with gold or silver. 
True ; but upon what terms 1 The terms are less advantageous, when 
these metals are forcibly multiplied beyond the demand ; hence their 
strong tendency lo emigration under such circumstances. The ex- 
port of silver from Spain was prohibited; yet Spain supplied all 
Europe with it. In 1812, the paper money of England having 
rendered superfluous all the gold money of that countrj', and made 
that metal too abundant for ils other remaining uses, its relative 
value fell, and her guineas emigrated to France, m spite of the ease 
with which the coasts of an island may be guarded, and of the de- 
nunciation of capital punishment against the exporters. 

To what good purpose, then, do govcrnmenls labour to turn the 
balance of commerce in favour of their respective nations? To 
none whatever ; unless, perhaps, lo exhibit the show of financial 
advantages, unsnpporled by fact or experience.* How can maxims 
so clear, so agreeable lo plain common sense, and to facts attested by 
all who have made commerce their study, have yet been rejected in 
practice by all the ruling powers of Europe.f nay, even have been 

* Tlic rclums of BritiEh cammerce from the coninipncement of the 18th cen- 
tury down to the eatabliahment of ihe exiiiting pappr mnnpy of that nstion, ii»w 
a rcgMlar annual excess, more or less received by (iri'»t Britain in tlie shnpe of 
epecLo, amounting altoirelher to the enormoiiH Icila! of 347 niillions elerlinji; 
(morE than 1600 millions of dollars.) If to this be added the specie BJreadj in 
Great Britain at tlie outset, England ought to have possessed a. circulating oe- 
diuDi of very near 400 millions sterling. Ilow happens it, llicn, tbat the nmrt 
exii^SenLlcil ministerial calculationa have never givrn a larger total of epecia 
than 47 millions, even at the period of ils greaiest abundance? Vide Supri, 
Chop. 111. 

f All of them have acted under the conviction, 1. That the precioas metoli 
lire Ihe only desiralde kind of weallh, whereas they perform but a aecondu? 
pari in its production : 2. That llicy have it in their powpT !□ cau»e their reguUr 
'nflux by compulsory meaaures. The example of Ensland (Virfe note prt- 
redingd will show the little succeps of the experiment. The pre.eniinent wealth 
□f that nation, then, ia derived from some other cause than the favcanble b^ 
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•flacked by a number of i^'ritcrs, that have evinced both genius 
and information on other subjects ? To speak the truth, it is because 
the first principles of political economy are as yet but little known ; 
because ingenious systems and reasonings have been built upon hol- 
low foundations, and taken advantage of, on the one hand, by in- 
terested rulers, who employ prohibition as a weapon of oilence or 
an instrument of revenue ; and, on the other, by the personal avarice 
of merchants and manufacturers, who have a private interest in ex- 
clusive measures, and take but little pains to inquire, whether their 
profits arise from actual production, or from a simultaneous loss 
thrown upon other classes of the community. 

A determination to maintain a favourable balance of trade, that is 
to say, to export goods and receive returns of specie, is, in fact, a 
determination to have no foreign trade at all ; for the nation, with 
whom the trade is to be carried on, can only civc in exchange what 
it has to give. If one party will receive notning but the precious 
metak, the other party may come to a similar resolution ; and, when 
both parties require the same commodity, there is no possibility of 
any exchange. Were it practicable to monopolize the precious 
metals, there are few nations in the world that would not be cut off 
trom all hope of mutual commercial relations. If one country afford 
to another what the latter wants in exchange, what more would she 
have T or in what respect would gold be preferable 1 for what else 
can it be wanted, than as the means of subsequently purchasing the 
objects of desire ? 

The day will come, sooner or later, when people will wonder at 
the necessity of taking all this trouble to expose the folly of a 
system, so childish and absurd, and yet so often enforced at the 
point of the bayonet.(l) 

[■ND or THE DI0REB810N UPON THE BALANCE OF TRADE.] 

anee of her commerce. But what other caut;c ? Why from the immensity of 
her pfoductkm. But to what does cihe owe that immensity 1 To the frugality 
cseited in the accumulation of individual capital ; to the national turn for in- 
dnrtry and practical application ; to the security of person and property, the 
fiteility of internal circulation, and freedom of individual agency, which, limited 
mad fettered aa it is, is yet, on the whole, superior to that of tlie other European 



(1) In a note, here inserted, in the earlier editions of this work, the American 
editor referred to the laudable exertions made by Mr. Iluskisson, with the sup- 
port of Mr. Canning and other then prominent members of the British govem- 
nent, to expora the impolicy and injustice of restrictions and prohibitions on 
oomroerce, and to the success of some of their meaj^ures to relieve the industry 
of the country from the shackles imposed in a less rnligIit(*nod age. We also 
then quoted the observations of the Kdinbur^rh Review, **that Mr. Huskisson, 
in particular, against whom every sp<H?i(*8 of rilvild abuee had been cast, had 
done more to improve the commercial {K>Iicy of Knirlnnd during the short |H?riod 
that be waa President of rh*' Boini of Tmde, than nil the ministers who had 
meeded him for the lat^t hundred years. And it ought to be remembered to hia 
InooBr, that tlie measures he suggestetl, an<l the odmin thence arising, were not 
prapoMd and incurred by him in the view of serving any party purpose, but solely 
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To resume our subject. — We have seen, that the ■ y advantages 
aimed at by the means of a favourable balance of trade, _. 3 altogeiner 
illusory; and that, supposing ihem real, it is impossible for a nation 
permanently to enjoy ihem. It remains to be shown, what is the 
actual operation of regulations framed with this object in view. 

By the absolute exclusion of specific manufactures of foreign 
fabric, a government establishes a monopoly in favour of the home 
producers of these articles, and in prejudice of the home consumers ; 
that is to say, those classes of the nation which produce them, being 
entitled to their exclusive sale, can raise their prices above the natu- 
ral rate ; while the homo consumers, being unable to purchase else- 
where, are compelled to pay for them unnaturally dear.* If the 

♦Ricnrilo, inhia Emayon the Principles nf Political Economy and Taxation, 
published in 1817, has justly remarlteil on this passage, that a government can 
not, by prohibition, elevate a. product beyond its natural ral« of price : for in that 
caee, the home producers would beljilie LhemselTes in greater numbers to iti pro- 
duction, and, by competition, reduce the profits upon it to the general level. To 
make myself better understood, I must therefore explain, that, by natural rats 
of price, I mean the lowest rale at which a commodily ia procurable, whether 
by commerce or other branch of industry. If commericsl can procure it cheaper 
than mnnufacturing industry, and the government take upon itself to compel Jta 
production by the way of manulaclure, it then imposea upon the nation a more 
charfreablo mode of procurement. Thus, it wronga the consumer, without giving 
to the domestic producer a profit, equivalent to the extra charge upon the con- 
sumer ; for competition soon brings that profit down to the ordinary level of profit, 
and the monopoly ia thereby rendered nugatory. So that, allliough Ricardo is 
thus far correct in his criticism, he only Bbows the measure I am reprobating to 
be more mischievous ; inasmuch as it augments the natural difficulties in the 
way of the natisfaclion of human ^vante, without any counteracting iKnefit to 
any class or any individual whatever. 

because he believed, and most justly, tliat tliese measureB were sound in prii»« 
ciple, and calculated to promote the real and lasting interests of his country." 

Since that time all the successive administrations in England, both Tory and 
Whig, have at least uniformly recognized the soundness of tlie doctrines of free 
trade, andsomcof them, by various important commercial enactments, have given 
a still wilier application to those beneficial truths; and such, too, has been the 
cfFect of their liberal measures upon the stale of opinion and of legislation 
throughout Great Britain, that both in and out of parliament, a most gralifying 
change has taken place. Commercial questions everywhere now occupy a 
large share of attention, are discussed with the greetest ability and acuteneas in 
almost all the public journals, and must therefore lead to the emnncipation of 
commerce from the fetters which have so long and tt> perniciously bound iL 

In France, however, and other countries which might be named, the state of 
knowledge, and the stale of opinion, are not yet in favour of liberal commercial 
views. " For thirty years," we are told by the English Commissioners, Measn. 
Viiliera and Bowring, "nearly every law passed onCuelom House matters had 
been intended either to establish or to consolidate the system of protecticm and 
prohibition. Under the encouragement of the legislature, much capital has been 
invested in the establishment and extension of protected manufactures; whoee 
now tottering and uncertain position (the natural and necessary consequence of 
the system itself) has made their proprietore most feelingly alive to any change 
which might affect them." 

Americju Eomw. 
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be not wholly prohibited, but mercK' saddiod with an i'n;\trt 
duty, the home producer can then increase their price by the mIioIc 
amount of the dutv« and Lhe consumer will have to pav tlie ditler- 
eoo& For example, if an import duty of *J0 cen:^ per Jozeu l)e laid 
upon eaitheDwaie plates worth 00 cents ]<rr dozen, the impivrter. 
vhsileTer oountr\' he may belting to, must charge the CiMisunier 30 
cents: and the home manufacturer of that cumnuHlitv is enabled to 
aik 80 cents per dozen of his customers tor plates of tiic same qual- 
iXj ; vliich he could not do without \\yo intervention of tiio duty ; 
because the consumer could got ilie .«aine article tor tiO cents : thus. 
n premiimi to the whole extent of tiie duty is given to tiie home 
manufacturer out of the consumer s {xvket. 

Should any one maintain, that the advantage of producing at home 
counterbalances the hardship of paying dearer for almost every arti- 
cle; that our own capital and lahour are cnga^d in the production, 
^god the profits pocketed by our own tel low-citizens: my answer is. 
that the foreign commiKlities we might import are not to be had 
gratis: that we must purchase them with values of home production, 
which would have given e(]ual employment to our industry and 
capital ; for we must never lose sight of this maxim, that proiiucts 
are always bought ultimately with products. It is most for our ad- 
vantage to employ our productive powers, not in tliosc branches in 
which foreigners excel us, but in those which we excel in ourselves : 
and with the product to [•uR'hase of others. The opposite course 
would be just as absurd, as if a man should wish to make his own 
coats and shoes. What would the world sav, it*, at the door of every 
house an import duty were laid \\\>ov\ coats and shoes, for the lauda- 
ble purpose of compelling the inmates to make thorn for themselves ? 
Would not people say with justice. Let us follow each his own ]Hir- 
suitSyand buy what we want with what we produce, or, which comes 
to the same thing, with what we get for our products. The system 
would be precisely the same, only carried to a ridiculous extreme. 

Well may it lie a matter of wonder, that every nation should 
manifest such anxiety to obtain prohibitory regulations, if it he true 
that it can profit nothing by thcn^ ; and lead one to suppose the two 
cases not parallel, because we do not find individual householders 
solicitous to obtain the same privilege. But the srtle ditlercnce is 
this, that individuals are independent and consistent beings, actuated 
by no contrariety of will, and more interested in their character of 
consumers of coats and shoes to buy them cheap, than as manufac- 
turers to sell unnaturally dear. 

Who* then, are the classes of the community so im(K)rtunate for 
prohibitions or heavy import duties ? The producers of the jnir- 
ticular commodity, that applies for protection from competition, \\o\ 
the consumers of that commodity. The public interest is their plea , 
but self-interest is evidently tlieir object. Well, but, say these 
gentryv are they not llie same thing I arc not our gains national gains 7 
uj no means: whatever profit is acquired in this manner is so 
14» V 



182 ON PaODUCTION. Book I 

much taken out of the pockets of a neighbour and felIow-«itizen . 
and, if the excess of charge thrown upon consumers by the mono- 
poly could be correctly computed, it would be found, that ihe loss of 
the consumer exceeds the goin of the monopolist Here, then, 
individual and public interest are in direct opposition to each other; 
and, since pubhc interest is understood by the enlightened few alone, 
is it Ht all surprising, that the prohibitive system should find so 
many partisans and so few opponents! 

There is in general far too little attention paid to the serious mis- 
cliief of raising prices ujton the consumers. The evil is not apparent 
lo cursory observation, liecuuse it operates piecemeal, and Is felt in a 
very slight degree on every purchase or act of consumption : but it 
is really most serious, on account of its constant recurrence and 
universal pressure. The whole fortune of every consumer is affect- 
ed by every fluctuation of price in the articles of his consumption ; 
the cheaper they are, the richer he is, and vice vers^ If a single 
article rise in price, he is so much the more poor in respect of thai 
arlicic; if all rise together, ho is poorer in respect to the whole. 
And, since ihc whole nation is comprehended in the class of the 
consumers, the whole nation must in that case be the poorer. Be- 
sides which, it is crippled in the extension of the variety of its en* 
joynienls, and prevented from obtaining products whereof it stands 
in need, in exchange for those wherewith it might procure them. 
It is of no use to assert, that, when prices are raised, what one gains 
another loses. For the position is not true, except in the case ot 
monopolies; nor even lo the full extent with regard to them; foi 
the monopolist never profits to the full amount of the loss to th« 
consumers. If the rise be occasioned by taxation or import-duty 
under any shape whatever, the producer gains nothing by the ia 
crease of price, but just Ihe reverse, as we snail see by and by (Book 
III, Chapter VII, :} so that, in fact, he is no richer in his capacity of 
producer, though poorer in his quality of consumer. This is one 
of the most efleclive causes of national itnpoverishment, or at least 
one of the most powerful checks to the progress of national wealth. 

For this reason, it may be perceived, that it is an absurd distinction 
to view whh more jealousy the import of foreign objects of barren 
coTisumplion, than that of raw materials for home manufacture. 
Whether the products consumed be of domestic or of foreign 
growth, a portion of wealth is destroyed in the act of consumption, 
and a proportionate inroad made into the wealth of the community. 
But that inroad is tlic resuh of the act of consumption, not of the 
act of dealing with the foreigner; and the residling stimulus to 
national production, is the same in either case. For, wherewith 
was the purchase of the foreign product made? either with a do- 
mestic product or with money, which must itself have been pro- 
cured with a domestic product. In buying of a foreigner, the nation 
really does no more than send abroad a domestic product in lieu of 
consuming it at home, and consume in its place the foreign product 
received in eschange. The individual consumer himself probebljri 

Jl 
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not conduct this operation; commerce conducts it for him. 
No one country can buy of another, except with its own domestic 
products. 

In defence of import duties it is often urged, ** that when the inte- 
rest of money is lower abroad than at home, the foreign has an ad- 
vantage over the home producer, which must be met by a counter- 
vailing duty." The low rate of interest is, to the foreit^n producer, 
an advantaige, analogous to that of the superior quality of his land. It 
tends to cheapen the products he raises: and it is reasonable cnous^h 
that our domestic consumers should take the benefit of that cheap- 
ness. The same motive will o[)cr;iie here, that leads us rather to 
import sugar and indigo from tropical clin)ates, than to raise them 
in our own. 

••But capital is necessary in every branch of production : so that 
the foreigner, who can procure it at a lower rate of interest, has 
the same advantage in respect to every product ; and, if the free im- 
portation be permitted, he will have an advantage over all classes of 
liome producers.'* Tell me, then, how his products are to be paid 
for. " Why, in specie, and there lies the mischief." And how is 
the specie to be ^oi to pay for thcni f ** All the nation has, will go 
in that way; and when it is exhausted national misery will be com- 
plete.** So then it is admitted, that before arriving at this extremity, 
the constant efflux of s))ecic will gradually render it more scarce at 
home, and more abundant abroad; wherefore, it will gradually rise 
1,2,3, per cent his/her in value at home than abroad; which is fully 
sufficient to turn the tide, and make specie flow inwards faster than 
it flowed outwards. But it will not do so without some returns ; an*l 
of what can the returns be made, but of products of the land, or the 
commerce of the nation ? For there is no |K»ssiblo means of pur- 
chasing from foreign nations, otherwise than with the products of 
the national land and commerce ; and it is better to buy of them 
what they can produce chcaixir than ourselves, because we may rest 
assured, that they must take in payment what we can pnKluce 
cheaper than they. This they must do, else there must be an end of 
all interchange. 

Again, it is affirmed, and what absurd positions have not been 
advanced to involve these questions in obscurity? that, sinrc almost 
all the nation are at the same time consumers and producers, they 
gain by prohibition and monopoly as much in the one capacity as 
they lose in the other; that the prorlucer, who gets a monopoly-j)ro- 
fit upon the object of his own production, is, on the other hand, the 
suflerer by a similar profit upon the objects of his consumption; and 
thus that the nation is made up of rotrues and fools, who are a match 
for each other. It is wortli remarking, that every body thinks him- 
self more rogue than fool; for, although all are consumers ari well 
as producers, the enormous profits made upon a single artirlr nro 
much more striking, than reiterated minute losses u|H>n the numlH^r- 
Isss items of consumption. If an import duty l)e laid upon calicoes, 
the additional annual charge to each person of moderate fortune, may. 



164 ON PRODUCTION. Boom. L 

perhaps, not exceed 2j dollars or 3 dollars at im 1 probably he 

does not very well comprehend tlie nature oi t h ;, or feel it 
much, ihougii repented in some degree or other upon every thing ha 
consumes; whereas, possibly, tliis consumer is himself a manufac- 
turer, say a hal-maker; anci should a duty be laid upon the import 
of foreign hats, he will immediately see that it will raise the price 
of his own hats, and probably increase his annual prolits by several 
thousand dollars. It is this delusion that makes private interest go 
warm an advocate for prohibitory measures, even where the whole 
community loses more by ihem as consumers, than it gains as 
producers. 

But, even in this point of view, the exclusive system is pregnant 
witli injustice. It is impossible that every class of production should 
profit by the exclusive system, supposing it to be universal, which, 
in point of fact, il never is in practice, though possibly it may be in 
law or intention. Some arlicles can never, from the nature of things, 
be derived from abroad; fresh fish, for instance, or horned cattle; 
as to them, therefore, import duties would be inoperative in raising 
ihe price. The same may be said of masons and carpenters' work, 
and of the numberless callings necessarily carried on withia the 
community ; as those of shopmen, clerks, carriers, retail dealers, 
and many others. The producers of immaterial products, public 
functionaries, and fundholders, lie under the same disability. These 
classes can none of them be invested with a monopoly by means of 
import duties, though ihey are subjected to the hardship of many 
monopolies granted in that way to other classes of producers.* 

Besides, the profits of monopoly are not equitably divided amongst 
the different classes even of those that concur in the production of 
tlie commodity, which is the subject of monopoly. If the master- 
ad venturers, whether in agriculture, manufacture, or commerce, have 
the consumers at their mercy, their labourers and subordinate pro- 
ductive agents are Btill more exposed to their extortion, for reasons 
that will be explained in Book II. So that these latter classes par- 
ticipate in the loss with consumers at large, but get no share of the 
unnatural gains of their superiors. 

Prohibitory measures, besides affecting the pockets of the con- 
sumers, often subject them to severe privations. I am ashamed to 

* There ia a eotl of malicious satisfiiction in [he iliscover;, that those who 
impoHo Uiesc rci^lrictions are usually nmon^ the severest Buflorf^rs. Sometiinea 
they attempt to indemnify IhemselveB by a further net of injuBtice ; the public 
RinFtionariea nu^mcnt thEJr own Baldric's, if they have the keeping of the public 
purse. At other times they ftboliah a. munnpoly, when they End it prem pecu- 
liarly on theraEBlveB. In 1599, tho manuftcturErs of Tours petitioned Heniy IV, 
to prohibit the import of gold and silver silk BtufTa, whicli had previously beeu 
entirely of foreign fiibric. They cajoled the govemmenl by tlie slatement, tbkt 
they could fumlBh the whole consumption of France with that article. The kin; 
Granted their request, with his characteristic facility ; hat the cansumers, who 
^ve^o chiefly the courtiers and people of condition, were loud in their reowii- 
Htrances &t the consequent advance of price ; and the edict was revoked in mx 
moDtba, Memovet de Sully, lir. ii. 
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■aVy that, withiD these few years, we have had tlic hat-makers of 
Marseilles petitioning for tne prohibition of the import of foreign 
straw or chip hats, on the plea tliat they injured the sale of their own 
felt hats;* a measure that would have deprived the country ixiople 
and labourers in husbandry, who are so much exiK)scd to the sun, of a 
light, a cool, and cheap covcrin«^, admirably ada[)ted to their wants, 
the use of which it was highly desirable to extend and encourage. 

In pursuit of what it mistakes for profound policy, or to gratify 
ieelings it supposes to be laudable, a government will sometitncs 
prohibit or divert the course of a particular trade, and iherebv do 
irreparable mischief to the productive powers of the nation. VV^hen 
Philip II. became master of Portugal, and forbade all intercourse 
between his new subjects and the Dutch, whom he detested, what 
was the consequence ? The Dutch, who before resorted to Lisbon 
for the manufactures of India, of which they took off an immense 
quantity, finding this avenue closed against their industry, went 
straight to India for what they wanted, and, in the end, drove out 
the rortuguese from that (juarter; and, what was meant as the 
deadly blow of inveterate hatred, turned out the main source of 
^U" aggrandisceinent ** Commerce,*' says Fenelon, "is like the 
native springs of the rock, which oi\en cease to flow altogether, if 
it be attempted to alter their course.'*t 

Such are the principal evils of impediments thrown in the wav of 
import, which are carried to the extreme point by absolute prohibi- 
tion. There have, indeed, been instances of nations that have thriven 
under such a system ; but then it was, because the causes of national 
prosperity were more iK)werful tlian the causes of national impover- 
ishment. Nations resemble the human frame, which contains a vital 
principle, that incessantly labours to repair the inroads of excess and 
dissipation ujkmi its health and constitution. Nature is active in 
closing the wounds and healing the bruises inflicted by our own 
awkwardness and intern j)crance. In Uke manner, states maintain 
themselves, nay, often in(jrease in prosfwrity, in spite of the infmite 
injuries of every description, which friends as well as enemies inllict 
upon them. And it is worth remarking, that the most industrious 
nations are those, which are the most subjected to such outrage, 
because none others could survive them. Tlie cry is then "our sys- 
*lem must be the true one, for the national pros])erity is advancing.'' 
UTicreas, were we to take an enlarged view of the circumstance?, 
that, for the last three centuries, have combined to developc the 
power and faculties of man; to survey with the eye of intelligence 

• Bvttetin dc la Socit^te tT Knrottrasrrmrnt pour rTinluntrie Xationalrf \o. 4. 

+ The national con von t inn of Fninro proliibitj^l llio iinfK)rt of raw hidos from 
Spaiiit on the plea that they injiin'ii \\n* trulf.' in thoso of Franco; not ohtjorvin<?, 
Init the self-same hiilcs went linrk to S|VLin in a tannod »\jiU\ The t'uinerios of 
FVanee bein^ oblijfwl to procure tlio riw nrtirlo at t'lo iloar a rato, won* »jiiirk!y 
■bftiidoned; and the manufiicturo wum transr(.'rri.'(] to Sjiain, aluni; witli f^ront \vitI 
of the capita], and many of tho hands em ploy (mL It is next to im{K)twiblo for 4 

Csrainent, not only to do any f^ood to national production bv its intcrforenr** 
eren to avoid doin^ mischief. 
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the progress of navigation and discovery, of invention in every 
branch of art and science ; to take account of the variety of useful 
animals and vegetables that have been transplanted from one hemi- 
sphere to the other, and lo give a due attention to the vast auginent- 
ation and increased scope both of science and of its praclicar appli- 
cations, that we are daily witnesses of, we could not resist the 
conviction, that our actual prosperity is nothing to what it might 
have been ; that it is engaged in a perpetual struggle against the 
obstacles and impediments thrown into its way ; and that, even in 
those parts of the world where mankind is deemed the most enlight- 
ened, a great part of their time and exertions are occupied in 
destroying instead of multiplying their resources, in despoiling 
instead of assisting each other; and all for want of correct know- 
ledge and information respecting their real interests.* 

But, to return to the subject, we have just been examining, the 
nature of the injury that a community suffers by difficulties thrown 
in the way of the introduction of foreign commodities. The mischief 
occasioned to the country that produces the prohibited article, is 
of the same kind and description ; it is prevented from turning its 
capital and industry to the best account. But it is not to be supposed 
that the foreign nation can by this means be ullcrty ruined and 
stripped of all resource, as Napoleon seemed to imagine, when he 
excluded the products of Britain from the markets of the continent 
To say nothing of the impossibility of effecting a complete and actual 
blockade of a whole country, opposed as it must be by the universal 
motive of self-interest, the utmost effect of it can only be to drive 
its production into a different channe!. A nation is always competent 
to the purchase and consumption of the ^v^loIe of its own products, 
for products are always bought with other products. Do you think 
it possible to prevent England from producing value to tiie amounl 
of a million, by preventing her export of woollens to that amounl T 
You are much mistaken if you do. England will employ the same 
capital and the same manual labour in the preparation of ardent 
spirits, by the distillation of grain or other domestic products, that 
were before occupied in the manufacture of woollens for the French 
market, and she will then no longer bring her woollens to be barter- 
ed for French brandies. A country, in one way or other, direct or 
indirect, always consumes the values it produces, and can consume 
nothing more. If it cannot exchange its products with its neighbours, 
it is compelled to produce values of such kinds only as it can con- 
sume at home. This is the utmost effect of prohibitions ; both parties 
arc worse provided, and neither is at all the richer. 

* It is nnt m; design to insinuate by UiIfs that it is desirable tb»t ttll minda 
Bhoiilt] be imbutid with ail kiiula of knowledge; but that everj ono should have 
Ji]3l and correct notions of that, in which lie is more immediately concerned. 
Ndf is the general and complete difTuslon of inrormatioa refjuisite Tor the bene- 
fii-inl enda of science. The good resulting from it is proportionate to the extenf 
of il& progress: and the wclfurG of nations differs in degree, according to the 
t:'jrrrctn''ss of their ideas u-poa llione points, which most inlimalcly concern Ihen 
■uapecIiTcljr, 
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NapoIeoDy doubtlesSy occasioned much injury, both to England 
and to the continent, by cramping their mutual relations of com- 
merce as far as he possibly could. But, on the other hand, he did 
the continent of Europe the involuntary service of faoilitating the 
communication between its diiTerent parts, by the universality of 
dominion, which his ambition had well-nigh achieved. The frontier 
duties between Holland, Belgium, part of Germany, Italy, and 
France, were demolished ; and those of the other powers, with the 
exception of England, were far from oppressive. We may form 
aome estimate of the benefit thence resulting to commerce, from the 
discontent and stagnation that have ensued upon the establishment 
of the present system of lining the frontier of each state with a 
triple ffuard of cUmaniers, All the continental states so guarded 
have, indeed, preserved their former means of production; out that 
production has been made less advantageous. 

It cannot be denied, that France has gained prodigiously by the 
suppression of the provincial barriers and custom-houses, consequent 
upon her political revolution. Europe had, in hke manner, gained 
by the partial removal of the international barriers between its dif- 
ferent political states; and the world at large would derive similar 
benefit from the demolition of those, which insulate, as it were, the 
various communities, into which the human race is divided. 

I have omitted to mention other very serious evils of the exclusive 
system ; as, for instance, the creation of a new class of crime, that 
of smuggling; whereby an action, wholly innocent in itself, is made 
legally crimmal: and |>ersons, who are actually labouring for tlie 
general welfare, are subjected to punishment. 

Smith admits of two circumstances, that, in his opinion, will justify 
a government in resorting to irn|)ort-duties : — 1. When a particular 
branch of industry is necessary to the public security, and tlic ex- 
ternal supply cannot be safely reckonea upon. On tfiis account a 
government may very wisely prohibit the im|)ort of ffun-|)o\vder, if 
such prohibition be necessary to set the |x>wder-inills at home in 
activity; for it is better to pay somewhat dear for so essential an 
article, than to run the risk of bein;:; unprovided in the hour of need.* 
2. Where a similar commodity of liome produce is already saddled 
with a duty. The foreign article, if wholly exempt from duty, 
would in this case have an actual privilege; so that a duty imposed 
has not the effect of destroy in f^, but of restoring the natural equi- 
librium and relative p^^ition of the diflerent branches of production. 

Indeed, it is impossible to find any reasonable ground for exempt- 
ing the production of values by the channel of external commerce 
from the same pressure of taxation that weighs urK>n the pn^duction 
eflected in those of agriculture and manufacture. Taxation is, doubt 

* There 10 no ^real weight in this pica of jiistificatioR. Fo^ experience hnr 
shown, that nltpetre is stored aj^fiiinst the moment of need, in the largfcst quan- 
tity, whon it is most an article of habitual import Yet the le^iidature of Froncv 
ksB «ddJed it with duties amounting \o probibilion. 
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■Gss, an evil, and one which shouliJ be reduced to the It rest possible 
degree ; but when once a given amount of taxation is admitted to be 
necessary, it is but common justice to lay it equally on all three 
branches of industry. The error I wish to expose to reprobation is 
the notion that taxes of this kind are favourable to production. A 
tax can never be favourable to the puMic welfare, except by the 
good use that is made of its prucccds. 

These points sliould never be lost sight of in the framing of com- 
mercial treaties, which are really good for nothing but lo protect 
industry and capital, diverted into improper channels by the blunders 
of legislation. These it would be far wiser to remedy than to per- 
petuate. The healthy state of industry and wealth ia the state of 
absolute Ubcrty, in which each interest is left to take care of itself. 
The only useful protection authority can aflbrd them is that against 
fraud or violence. Taxes and restrictive measures never can be a 
benefit : they are at the best a necessary evil ; to sujipose them useful 
to the subjects at large, is to mistake the foundation of national pros- 
perity, and to set at nauglit the principles of political economy. 

Import duties and prohit»tions have often been resorted to as a 
means of retaliation : ' Your government throws impediments in the 
way of tiic introduction of our national products : are not we, then, 
justified in equally irnrjeding the introduction of yours T" This is 
the favourite plea, and ihe basis of most commercial treaties; but 
people mistake their object i granting that nations have a right to do 
one another as much mischief as possible, which, by the way, I can 
hardly admit; I am not here disputing their rights, but discussing 
their interests. 

Undoubtedly, a nation that excludes you from all commercial 
intercourse with her, does you an injury ; — robs you, as far as in her 
lies, of the benefits of external commerce; if, therefore, by the dread 
of retaliation, you can induceher to abandon her exclusive measuces, 
there is no question about the expediency of such i-etaliation, as a 
matlcr of mere policy. But it must not be forgotten, that retaliation 
hurls yourself as well as your rival ; that it operates, not defensively 
against her selfish measures, but offensively against yourself, in the 
first instance, for the puipose of indirectly attacking her. The only 
point in question is this, wliat degree of vengeance you are animated 
by, and how much will you consent to throw away upon ils gratifi- 
cation.* I will not undertake to enumerate all the evils arising from 
ircaiios of commerce, or to apply the principles enforced throughout 

*Tho transatUntic col on iei', that have within these few jears throws off their 
culiinial depondence, amongat otliere, the provinees of La Pinto, and St Dominp* 
or Iluiti, have qiened their ports to fiireij;nera, without any demand of recipncil/, 
Slid arp more rich and profpcrous llinn they ever were under the operation of t^e 
exclusive syslern. We nre lidd thai the trade and prosperity of Cuba have 
dimhlctl flince its porta have been opened to Ihe flags of all iMtiona, by a coiKur- 
renee of imnerioTM tircumslaneefi, and in violation of the Bystem of the mother- 
foiintry. The eider slatea of Europe po on Irfte wrong.headed farniersi, in ■ 
bijrnled attachment to Iheir old prejudices and iiielhodH, while they have »r>iTi> 
pt«a of the good oKecta of tin improved t^Etem all aiouud them. 
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tliit work to all the clauses and provisions usually contained in them. 
I vnA confine niyself to the remark, that almost every modern treaty 
of commerce has had for its basis the imaginary advantage and 
ponibility of the liquidation of a favourable balance of trade by an 
loaport of specie. If these turn out to be chimerical, whatever 
advantage may have resulted from such treaties must be wholly 
referr^ to the additional freedom and facility of international com- 
munication obtained by them, and not at all to their restrictive 
clauses or provisoes, unless cither of the contracting parties has 
availed itself of its superior power, to exact conditions savouring of 
a tributary character; as England has done in relation to Portugal. 
In such case, it is mere exaction and spoliation.(l) 

(1) Mr. Villiera and Dr. Bowring, in their very valuable report on the com- 
BMrcial relations between France and Great Britain, presented to both Houaes 
of Puliament, during the present year, (1834,) in remarking upon the disappoint- 
OMntfl which had been experienced from treaties of commerce between France 
md Great Britain, point out the true causes of the fiiilure of these arrangements, 
however usefully they were intended ; and as it is of importance in other coun- 
tries to guard against a recurrence to similar experiments which might present 
a fmnkmble barrier against any permanent or solid change to a more liberal in- 
tematioiial intercourse, we cannot do better, in this place, than to copy their ex- 
cdleot observations on tiiis head. 

** These arrangements, however usefullv intended, were productive of so much 
iiiooovenience and suffering from the sudden shifting of capital, as to induce an 
UwfllingnesB to await patiently for their ultimate but somewhat remote advan- 
tigw. Everv treaty of commercial change must, it is certain, affect some interest 
or other, and by these treaties, particularly the treaty of 1766, so many interests 
were suddenly and severely affected, that tliey were enabled, by combining 
tcwether, to overthrow all the expectations of future good which would have in- 
evitably followed the removal of restrictions and prohibitions.** 

** It may also be observed, that treaties of commerce are generally agreements 
for mutual preferences ; and in so far, are encroachments upon sound commercial 
prineiplea. They arc intended to benefit the contracting parties by common 
intercourse, to the exclusion (and conset^uently to Uie detriment) of other nations. 
Tliey ordinarily propose exclusive advantagos, which, if ihey open some clion- 
nelfl of coounercial profit, necessarily close others, and prevent the neirotiating 
nationa from availing themselves of the improvements or accommodating thcm- 
te!v6i to the changes which the fluctuations of agriculture, manufactures, or 
trade demand. The Methuen treaty, fi)r example, bound Great Britain to take 
the pfx)diice of a particular country at diminished duties, wliatever superior ad- 
vantages any other country might cliancc to offer; while Portugal was, at the 
mme time, compelled to recoivc the mimifacturcs of England, wliether or not she 
might have supplied hen^lf more profitably elsewhere. A treaty, therefore, with 
jmnoe, proflfering reciprocal Qdvaiitagei<,'that is to sny, giving to France peculiar 
privileges in the English market, or obtaining peculiar privileges for England in 
the markets of France, did not appear to offer anv procpoct of permanent utility; 
bat, if it were posMible that each country should, for it.<«elf, and, with a specul 
view to its own interests, remove thase iinpe<iimonts to intercourse which had 
gfiown out of hostile feelings or erroneous calculations, and by comparing the fiicts 
which each government was enable<l to furnish for the elucidation of Uie inquiry, 
each flhouid find that it could safely and judiciously prepare for more extended 
transactions; if^ in a word, it could \ni sliown that eacii possessed sources of wealth 
which might be made productive to the other, while they lo^t nothing of their 
productiveness to the nation tliat possessed them, we believed tliat, in selecting 
such topics for our examination, and such objects for their result, we were best 
diacfaar^ng the duty which had devolvo«l on us.'* American Editoe. 

16 W 
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Again, I would observe, ihat the offer of peculiar aU' anlages by 
one nalion to another, ill the way of a treaty of commerce, if not an 
act of hostility, is at least one of extreme oaium in the eyes of other 
nations. For the concession to one can only be rendered effectual 
by rei'usa! to others. Hence the gerui of discord and of war, with 
all its mischiefs. It is infinitely more simple, and I hope to ha\-e 
shown, more profitable also, to treat all nations as friends, and 
impose no higher duties on the introduction of tlieir products, than 
what are necessary to place them on the same footing as those of 
domestic growth. 

Ye(, notwithstanding all the mischiefs resulting from the exclusion 
of foreign products, wliich I have been depicting, it would be an act 
of unciucsiionable rashness suddenly to change even so ruinous a 
policy. Disease is not to be eradicated in a moment; it requires 
nursing and management to dispense even national benefits. Mooo 
polies are an abuse, but an abuse in which enormous capital is vested, 
and numberless industrious agents employed, which deserve to be 
treated with consideration; for this mass of capital and industry 
cannot all at once find a more advantageous clianne! of national 
production. Perhaps the cure of all the partial distresses that must 
follow the downfall of that colossal monster in politics, the exclusive 
system, would be as much as the talent of any single statesman could 
accomplish ; yet when one considers calmly the wrongs it entails 
when it is established, and the distresses consequent upon its over- 
throw, we are insensibly led to the reflection, that, if it be so difficult 
to set shackled industry at liberty again, with what caution ought 
we not to receive any proposition fur enslaving hcrl 

But governments have not been content with checking the import 
of foreign products. In the firm conviction, that national prosperity 
consists in selling without buying, and blind lo the uller impoffiibility 
of the thing, they have gone beyond the mere imposition of a tax 
or fine upon purchasing of foreigners, and have in many instances 
offered rewards in the shape of bounties for selling to them. 

This expedient has been employed to an extraordinary degree by 
the British government, which until recently always evinced the 
greatest anxiety to enlarge the market for British commercial and 
manufactured produce.* It is obvious, that a merchant, who re- 

* Tho politiEil clrcumstiinct^s of England, [luring the late war, and her prac- 
tice of ciipporling and Hubsidizing' mil jury oporntJona on the continent, furnished 
lier with a more plausible excu^ fur stlenipting to export, in the shape of minu- 
fuutiircd produce, those vdues, which ahc thus expended witJinuI return. But 
ahe had no need to be at any expense for Uiat purpose. Hiid England charged 
a aeignora^e upon the coinage of {^\d and silver, aa sho ought 10 have done, the 
needed not to have given heraelf any trouble about the Ibrm of the vbIuca sho 
exported to meet her foreifni subsidiea and expenilituto ; guinea* would Ihetn- 
aelves have been an object ol^ ma.nulaclure.(a) 

(a) So ihey were without the imposition of a seignorage, wl ich, however, 
xliould liave Iteen charged. But England had no occaaion to give irauntiea with 
iview to facilitate her foreign expenditure. The discount of Drbillswua 
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eeives a bounty upon export, can, without personal loss, afford to sell 
bis goods in a foreign market at a lower rate than prime cost. In 
the pithy language of Smith, " We cannot force foreigners to buy 
the goods of our own workmen, as we may our own countrymen ; 
the next best expedient, it has been thought, therefore, is to i)ay them 
for buying.** 

In fact, if a particular commodity, by the time it has reached the 
French market, costs the English exporter 20 dollars, his trouble, 
&C. included, and the same commodity could be boufi;ht in France 
at the same or a less rate, there is nothing to give him exclusive 
possession of the market. But if the British government pays a 
tx>unty of 2 dollars u(K)n the export, and thereby enables him to 
k>wer his demand from 20 to 18 dollars, he may safely reckon upon 
a preference. Yet what is this but a free gift of two dollars from 
the British government to the French consumer? It may be con- 
ceived, that the merchant has no objection to this mode of dealing; 
for his profits are the same as if the French consumer paid the full 
value, or cost price, of the commodity. The British nation is the 
loser in this transaction, in the ratio of 10 per cent, upon the French 
consumption; and France remits in return a value of but 18 for 
vhat has cost 20 dollars. 

When a bounty is paid, not at the moment of export, but at the 
oomraencement of productive creation, the home consumer partici- 
pates with the foreigner in the advantage of the bounty; for, in that 
case, the article can be sold below cost price in the home as well as 
in the foreign market And if, as is sometimes the case, the producer 
pockets the bounty, and yet keeps up the price of the commodity, 
the bounty is then a present of the government to the producer, over 
and above the ordinary profits of nis industry. 

When, by the means of a bounty, a product is raised either for 
home or foreign consumption, which would not have been raised 
without one, the effect is, an injurious production, one that costs 
more than it is worth. Suppose an article, when completely finished 
off, lo be saleable for 5 dollars and no more, but its prime cost, in- 
cluding of course the profits of productive industry, to amount to 6 
dollars, it is quite clear that nobody will volunteer the production, 
for fear of a loss of 1 dollar. But, if the povemment, with a view 
to encourage this branch of industry, be willing to defray this loss — 
in other words, if it offer a b<^)unty of 1 dollar to the producer, the 
production can then go on, and the public revenue, that is to say, the 
nation at large, will be a loser of 1 dollar. And this is preciselv 
the kind of advantage that a nation gains by encouraging a brancK 

■ufficient premiam to the mannfBcturcr ; and, whcro that expenditure was lai^, 
gmtly exceeded cither drawbacks or bounties. Ilnd specie been directly pro- 
curable, perhaps it mi^ht have mved somethinfr to the ^vemment, in the re- 
duced profit payable to the merchants upon a more complex operation. But the 
merchants must have made their profit upon bullion. The sole difference occa- 
■ioiied by the absurdity of f^tuitous coinaj[]re was, the expense incurred in tlmt 
eoimige; but the imposition of a fieij^fnora^e would neither have promoted the 
impart of baUioo, nor facilitated its transport to the scene of expenditure. T. 
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of production which cannot support itself: it is in fact urging the 
prosecution of a losing concern, the produce of which is exchanged. 
not for other produce, but for the bounty given by the state. 

Wherever there ts any thing to be made by a particular employ- 
ment of industry, it wants no encouragement; where there is nothing 
to be made, it deserves none. There is no truth in the argument, 
that perhaps the state may gain, though individuals cannot ; For how 
can the state gain, except through tlie medium of individuals T Per- 
haps it may be said, that tlie slate receives more in duties than it 
fiays in bounties; but suppose it does, it merely receives with one 
land and pays with the other: let the duties be lowered to the whole 
amount of the bounty, and production will stand precisely where it 
did before, with this difference in its favour, viz. that the state will 
save the whole charge of management of the bounties, and part of 
that of the duties. 

Though bounties are chargeable, and a dead loss to the gross 
national wealth, there are cases in which it is politic to incur that 



is;(l) as when a particular product is necessary to public security, 
and must be had at any rate, however extravagant. Louis XlV., 
with a view lo restore the marine of Franco, granted a bounty of I 



dollar per ton upon every ship filled out in France. His object was 
to train up sailors. So Ukewise when the bounty is the mere refund- 
ing of a duty previously exacted. The bounty paid by Great Britain 
upon the export of refined sugar is nothing more than the reimburse- 
ment of the import duties upon muscovado and molasses. 

Perhaps, too, it may bo wise in a government to grant a premium 
on a particular product, which, though it make a loss in the outset, 
holds out a fair prospect of profit in a few years' time. Smith 
tliinks otherwise : hear what he says on the subject. "No regula- 
tion of commerce can increase the quantity of industry in any 
society, beyond what its capital can maintain. It can only divert a 
part of it into a direction, into which it might not otherwise have 

fjone; and it is by no means certain, that this artificial direction is 
ikely lo be more advantageous to the society, than that into which 
it would have gone of its own accord. The statesman, who should 
attempt to direct private people in what manner they ought to em- 
ploy their copilais, would not only load himself with a most unne- 
cessary attention, but assume an authority, which could safely be 

(1) We already have had occasion to remark (note 1, page lt>4} that there can 
be few or no ciiBes in which it would ever be politic to incur a loss tiy the pij- 
ment of bounties, even with the cippctation of insiirlnff tJie produclion of objects 
necpBsary to the public safety. For the end aimed at never can be attained by 
Huch means. The naval preponderance of England, na we before olwetved, waa 
Dot owing to any act of parliament, but can satisfactorily be traced to thoaa 
cauBOs we hnve mentioned in the note referred to. IlnDnnd, ttesidee, nee lo the 
highest point of European maritime power, without any naviuation laws, or 
bounties to her shipping; ; and France, it mart be remembered, wilhelandin^ 
the famous Ordonnsnce in 1064, of Ijouis XIV., " to enjrage I era and mer- 
chants to construct PVench vessels," never obtained the so muLu u sired superi- 
frrity in ships and in Bcamea Aherican EDrn». 
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trusted, not only to no single person, but to no council or senate 
whatever ; and which would nowhere be so dangerous, as in the 
hands of a man who had folly and presumption enough to fancy 
himself fit to exercise it. Though for want of such regulations, the 
society should never acquire the proposed manufacture, it would not 
upon that account necessarily be the poorer in any one period of its 
duration. In every period of its duration, its whole capital and in- 
dustry might still have been employed, though upon different ob- 
jects, in the manner that was most advantageous at the time."* 

And Smith is certainly right in the main ; though perhaps there 
are circumstances that may form exceptions to the general rule, that 
every one is the best judge how to employ his industry and capital. 
Smith wrote at a period and in a country, where personal interest is 
well understood, and where any profitable mode of investing capital 
and industry is not likely to be long overlooked. But every nation 
is not so far advanced in intelligence. IIow many countries are 
there, where many of the best employments of capital are altogether 
excluded by prejudices that the government alone can remove! 
How many cities and provinces, where certain established invest- 
ments of capital have prevailed from time immemorial ! In one 
place, every body invests in landed property, in another, in houses, 
and in others still, in public ofHces or national funds. Every unusual 
application of the power of capital is, in such places, contemplated 
with distrust or disaain ; so that partiality shown to a profitable mode 
of employing industry or capital may possibly be productive of 
national advantage. 

Moreover, a new channel of industry may ruin an unsupported 
speculator, though callable of yielding enormous profit, when the 
labourers shall have acquired practice, and the novelty has once been 
overcome. France at present contains the most beautiful manufac- 
tures of silk and of woollen in the world, and is probably indebted 
for them to the wise encouragement of Colbert's administration. 
He advanced to tlie manufacturers 2000 /r. for every loom at work ; 
and* by the way, this species of encouragement has a very peculiar 
advantage. In ordinary cases, whatever the government levies uyon 
the product of individual exertion is wholly lost to future produc- 
tion ; but, in this instance, a part was employed in reproduction ; a 
portion of individual revenues was thrown into the aggregate pro- 
ductive capital of the nation. This was a degree of wisdom one 
could hardly have expected, even from personal sclf-intercst-t (1) 

* Wemlih of Nations, book iv. c. 2. 

1 1 am far from equally approvinpf all the rncaurag'oinents of this kind helrl 
oot by thifl minister; particularly the mimR lavished on several establishments of 
pure ostentation, which, like that of the Gobelin tapestry, have constantly cost 
than they have produced. 



(1) Our author, here, has permitted, although with some sliffht qualification, 
an obeervation to escape from hiu pen, in direct contradiction with his own gcne- 
tbK principles, and wliich, therefore, it is necessary to point out and refulo 
** Fmce,*^ he remarks, in speaking of her manufactures of silk and woollen, ** ia 
15 • 
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It would be out of place here to inquire, how wide a field bonn- 
tics open lo peculation, partiality, and the whole tribe of abuses in- 
cident to the management of public alfairs. The most enlightened 

pmbal/ly iticiebted for them to (he wise encouragement of Colberl'a Bdminietra- 
lion." Whnt ia this but admitting that beneficial coneei^uencea to manutacturea 
necewnarily flow from u protecting system ! Now, this we deny, and, in support 
of tills denial, fortunately cun at present invoke the highest authority. In the 
repiirt on the commercial relations between Franco and Great Britain, which we 
cannot too often refer to in support of sound principles, Mr, Villiers and Dr. 
Bawrinff, both on this point, and regarding the merits and character of Colbert'a 
administration, supply us with the following admirable strictures, which we 
have great Batisfaction in presenting to our readers. They will be found to con< 
tsin a complete answer to the gratuitous assumption of M. Say, of the witdom 
herein displayed by Colbert " by this species of encouragement" to manu- 
factures. 

"France thus became the country which adopted and still exhibits the conse- 
quences of a protecting system on a larfje scale.' Its introduction may be traced, 
or rather its extension as far as possible, to Colbert, a minister to whose name 
and administration a great portion of applause has been given, but whose system 
of encouragement was based on a complete ignorance of the true principles of 
commercial leg-islation. How small an amount of manufecluring pn^perity 
Colbert produced, and how great an amount of agricultural, commercial, and 
manufacturing wealth he either destroyed or chech«l in its natural progreaa, will 
be obvious to any observer who looks at tlie immense natural resources and the 
active intelligence of France. It may be safely asserted, that the whola of the 
bounties by which he induced adventurers to enter into remote speculation^ u 
well as the excessive duties which he imposed on cheaper foreign articles, were 
almost uncompensated sacriflcea; while, on the other hand, of the manufacturee 
which he transplanted into France, and which he protected by the exclDsion of 
rival productions, scarcely one took permanent root ; and of those which Blill 
exist, and which he intended to support, there is perhaps none which would not 
have been more prosperous and extensive, but Ibr those regulations with which 
his zeal encumbered the early march of manufacturing industry. The popularity 
in France of Colbert's commercial legislation, and the erroneous deduction! 
(Imwn from the consequences of his interference, have produced a most prejudi- 
cial effect on the minds of a large portion of tlie French public. Colbert's sys- 
tem was a vain attempt to lorce capital in new directions. Thus, in order to 
compel the establishment of a trade with the West Indies, he made (he French 
people pay a premium of thirty franca upon every ton of goods exported, and of 
fifty franca for every ton of goods imported, independently of other encountge- 
ments. In the same spirit, he incited manufacturing settlers, by large rewards, to 
establish themselves in different parts of France, and boasted of his having set 
up more than 40,00() looms, whose produce was protected by legal enactmentsj 
and no one was found to estimate the counterbalance of loss, while the meet flaU 
tering pictures were drawn of enormous gain. He began in miscalculalioo ; be 
brought the most despotic interference to support his errors ; and, if their conse- 
quences be faithfully traced, they will be found little creditable to his own saga- 
city, while greatly ruinous to the nation for whose benefit they were intended. 
The French Revolution broke down many of the absurd and pernicious regula- 
tions which Colbert had introduced, but the vestiges of otliers remain; and 
although they have become habitual, they interfere with improvement, and give 
Biiperinrily to countries where the action of industry and capital is unfefterei" 

"Having stated thus much, it would be unjust to withhold from Colbert the 
credit to which ho is entitled for the admirable order he established in the 
fuiances, the elforts which be made to improro, in many particulara, the nyUem 
of taxation, and his opposition to the inconsiderate plan of funding adopted 
bf Louvois. The commercial and maritime legislation of France owes lo nn 
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atatennan is often obliged to abandon a scheme of evident p)ublic 
utility* by the unavoidable defects and abuses in the execution. 
Among these* one of the most frequent and prominent is, the risk of 
paying a premium, or granting a favour to the pretensions, not of 
merit, but of importunity. In other respects, I have no fault to find 
with the honours, or even pecuniary rewards publicly given to 
artists or mechanics, in recompense of some extraordinary achieve- 
ment of genius or address. Rewards of this kind excite emulation, 
and enlarge the stock of general knowledge, without diverting in- 
dustry or capital from their most beneficial channels. Besides, they 
cost nothing in comparison of bounties of another description. The 
bounty on tne export of wheat has, by Smith's account, cost England 
in some years as much as a million and a half of dollars. I do not 
believe that the British or any other government ever spent the 
fiftieth part of that sum upon agriculture in any one year. 



Section II. 
Qf the Effect of Regulations fixing the Manner of Production, 

The interference of the public authority, with regard to the details 
of agricultural production, has generally been of a beneficial kind. 
The impossibility of intermeddling in the minute and various details 
of agriculture, the vast number of agents it occupies, often widely 
separated in locality and pursuits, from the largest farming concerns 
to the little garden of the cottager, the small value of llie produce in 
comparison with its volume, are so many obstacles that nature has 
placed in the way of authoritative restraint and interference. All 
governments, that have pretended to the least regard for the public 



the compilation of the ordonnance of lOSl, a body of maritime law unrivalled to 
thii momeDt" 

Ai there is, also, another error, in the same para^rraph, we must be allowed 
hrieilj to notice it. By advancing to the manufacturers 2000 francs for every 
loom at work, our author tliinks Colbert displayed a degfree of wisdom hardly to 
be expected, inasmuch, as in tliis instance, *'a part of the advance would be 
emplayed in reproduction," whereas, according to him, '* in ordinary cases, what- 
eter the jpovemment levies upon the products of individual exertion is wholly 
kMt to future production.** Now, notiiin^ can be more clear, than that the tax 
leried, ibr the payment of this advance, is a pure loss to the tax-paying people, 
and with this peculiar aggravation, tliat a lar^re class of the tax-payers are not 
eten the consumers of the ** encoura^e<r* product Nor is it exactly true, tliat in 
''ordinary cases whatever the fifnvernment levies is wholly lost to future produc- 
tioDv** for whether the tax be advancpfi for every loom at work, or for tlie work of 
the looms themselves, is preci^sely the same thin^ ; and, as to the destination of 
the tax, a portion of it is quite as likely to be employed in reproduction in the 
kiter as in the former case. Finally, where the tax is simply an ** encourafre- 
ment** to the product«i, the amount of it will be limited by the efiective demand 
fir them, whereas, when the advance id made for every loom at work, there is no 
such limit to a useless tax. 

Amxbicas EnrroB. 
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welfare, have consequently confined themselves to llie grantiDg of 
premiums and encouragements, and to the dill'usion of knowledge 
which has often conlribuled largely to the progress of this art The 
veterinarv college of Alfort, the expcrimcnlar farm of Ramlioullet, 
the introduction of the Merino breed, are real benefits to the agri- 
culture of Franco, the enlargement and perfection of which she 
owes to the providence of the difl'erent rulers that her political 
troubles have succeaaively brought into power. 

A national administration that guards with vigilance the facility 
of communication and the quiet jiroseculion of the labours of hus- 
bandry, or punishes acts of culpable negiieence, as the destroying 
of caterpillars* and other noxious insects, does a service analogous 
to the preservation of civil order and of property, without wnich 
production must cease altogether. 

The regulations relative to the felling of trees in France, however 
indispensable for the preservation of their growth, at least in many 
of their provisions, appear in others rather to operate as a discourage- 
ment of that branch ot cultivation, which, though particularly adapted 
lo certain soils and sites, and conducive to iTie attraction of atmo- 
spheric moisture, yet seems to be daily on the decline. 

But there is no branch of industry that has suffered so much from 
the officious interference of authority in ils details, as that of manu- 
facture. 

Much of that interference has been directed towards limiting the 
number of producers, either by confining ihem to one trade exclu- 
sively, or by exacting specific terms, on which they shall carry on 
their business. This system gave rise to the eslablishment of char- 
tered companies and incorporated trades. The effect is always the 
same, whatever be the means employed. An exclusive privilege, a 
species of monopoly, is created, wnich the consumer pays for, and of 
which the privileged persons derive alt the benefit The monopo- 
hsts can prosecute their plans of self-interest with so much the more 
ease and concert, because they have legal meetings and a regular 
organization. At such meetings, the prosperity of the corporation 
is mistaken for that of commerce and of the nation at large ; and the 
last thing considered is, whether the proposed advantages be the 
result of actual new production, or merely a transfer from one pocket 
to another, from the consumers to tlie privileged producers. This 
is the true reason why those engaged in any particular branch of 
trade are so anxious to have themselves made the subject of regula- 

* Under the old rff^ime of the canton of Berne, every proprietor of land wu 
required to furnisli, in tlie proper season of the year, so many bushelB of cock- 
chiifers, in proportion lo tlie extent of Ills property. The rich landholilers were 
in the habit of buyinjr their contingents from the poorest sort of people, who 
made it their buxinesa to collect them, and did it xo efTectually, that the district 
was ultimately cleared of them. But the extreme difficulty, that even the moat 
provident government meeta with in doinff good by its interference in the buii- 
nesa of production, may be judged of by a fact of which I am credibly assored. 
vJK. that this act of pnternal care gave rise to the singular Ireud of transpoiliiic 
96 insects in sacks from the Savoy aide of the Lemim lake into the Piiyi £ 
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tkn ; and the public authorities are commonly, on their part, very 
ready to indulge them in what offers so fair an opportunity of raising 
a revenue. 

Moreover, arbitrary regulations are extremely flattering to tlte 
vanity of men in power, as giving them an air of wisdom and fore- 
aght* and confirming their authority, which seems to derive addi- 
tirnial importance from the frequency of its exercise. There is, per- 
haps, at this time, no country in Europe where a man is free to dis- 
pose of his industry and capital in what manner he pleases; in most 
places he cannot even change his occupation or place of residence 
at pleasure. It is not enough for a man to have tne necessary quali- 
fications of ability and inclination to become a manufacturer or 
dealer in the woollen or silk line, in spirits or calicoes ; he must 
besides have served his time, or been admitted to the freedom of the 
craft.* Freedoms and apprenticeships are likewise expedients of 
police, not of that wholesome branch of police, whose object is the 
maintenance of public and private security, and which is neither 
coady nor vexatious; but of that sort of police which bad govern- 
ment's employ to preserve or extend their personal authority at any 
expense. By the dispensation of honorary or pecuniary advantages, 
authority can generally influence the chiefs and superiors it has 
appointed to the corporations, who think to earn those honours and 
emoluments by their subservience to the power that confers them. 
These are the ready tools for the management of the body at lar^c, 
and volunteer to denounce the individuals, whose firmness may be 
formidable, and report those whose servility may be reckoned upon, 
and all under the pretext of public good. Oincial harangues and 
public addresses arc never wanting in })lausible reasons for the con- 
tinuance of old restrictions on liberty of action, or for the establish- 
ment of new ones ; for there is no cause so bad as to be without some 
aranument or other in its favour. 

The chief advantage, and the one most relied upon, is, the insu- 
rance of a more perfect execution of the products raised for con- 
sumption, and of a superiority in them highly favourable to the na- 
tional commerce, and calculated to secure the continued demand of 
foreiffnerSi But docs this advantage result from the system in ques- 
tion f What security is there that the corporate body itself will al- 
wa^ be composed of men not merely of integrity, but of scrupulous 
dehcacy, such as would never be dis{>oscd to take in either their own 
countrymen or foreigners ? We are told that this system facilitates 
the enforcement of regulations for the warranty and verification of the 
quality of products; but are not such regulations illusory in practice, 

* When indiuitiy made its first start in tho middle afres, and the mercantile 
elMKS were ezpoded to the rapacity of a /nrrogpin^ and i^rnorant nobility, incorpo- 
ntad tradee-and cnfin were lutcful in extendins: to individual industry tlic pro- 
teetion of the association at larrrc. Their utility has ceased altoj^cthcr of late 
ymn: fer i^Dremments have, in our days, been either too enlightened to 
enennich upon the sources of financial prosperity, or too powerful to stand ih 
am of Mch associations. 

X 
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even under ihe corporate system 1 and, suppoain;^ diem absolutely 
neuessary, is there no more simple way of enforcing ihcm T 

Neither will ihc length of apprenticeship be a better guarantee oS 
ihc perfection of the work ; the only thing to be depended upon for 
ihat perfection is the skill of the workman, and that is best attained 
by paying hinn in proportion to his superiority. " To teach any 
young man," says Smith, " in the completest manner how to apply 
the instruments, and how Id construct the machines of the common 
medianic trades, cannot well require the lessons of more than a few 
weeks, perhaps those of a few days might be sufficient. The dex- 
terity ol hand, indeed, even in common trades, cannot be acquired 
without much practice and experience, but a young man would prac- 
tise with much more diligence and attention, if from the beginning 
he wrought as a journeyman, being paid in proportion to the little 
work wiiich he coukl execute, and paying in his turn for the mat^ 
rials which he might sometimes spoil through awkwardness and ia- 
expcriencc."* 

vVere apprentices bound out a year later, and the interval spent 
In schools conducted on the plan of mutual instruction, I can hardly 
think the products woidd be worse executed; and, beyond all doubt, 
the labouring class would be advanced a stage in civilization. 

Were apprenticeships a sure means of obtaining a greater perfec- 
tion of products, those of Spain would be as good as those of Britain. 
It was not before incorporated trades and compulsory apprentice- 
ships had been abolished in France, that she attained that superiori- 
ty of execution she has now to boast of. 

Perhaps tliere is no one mechanic art nearly so difficult as that 
of the gardener or field labourer; yet this is almost the only one that 
has nowhere been subjected to apprenticeship. Arc vegetables and 
frnits produced in less abundance or perfection ? Were cidtivators 
a corporate body, I suppose it would soon be asserted, that high- 
flavoured peaches and wiiile-heart lettuces could not be raised with- 
out a code of some hundred well penned-articlcs. 

After all, regulations of this nature, even admitting their utilitjr, 
must be nugatory as soon as evasion is allowed ; now it is notorioiu 
that there is no manufacturing (owns where money will not pur- 
chase exemption. So that they arc more than merely useless as a 
warranty of quaHly; inasmuch as they are the engine of the mosl 
odious injustice and extortion. 

In support of these opinions, the advocates for the corporate sys- 
tem appeal to the example of Great Britain, where industry is well 
known to be greatly shackled, and yet manufactures prosper. But 
in this they expose their ignorance of the real causes of that pros- 
perity. " These causes," Smith tells us, " seem to be the general 
liberty of trade, which, notwithstanding some restraints, is at least 
C(]ual, perhaps superior, to what it is in any other country; the 
liberty of exporting, duty free, almost all sorts of goods, which are 
tile produce of domestic industry, to almost any foreign country? 

* WeaHh o/NatuMt, book I c. 10. 
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and, ii?hat perK&ps is of still greater importance, the unbounded 
liberty ofi trans{)ortin^ them Irom any one part of our own country 
lo any otbufp without oein<^ obliged to give any account to any pul> 
lie omce, without being liable to question or examination of any 
kind,*' &C.* Add to tliose, the complete inviolability of all property 
whateverv either by public or private attack, the enormous capital 
accumulated by her industry and frugality, and lastly, the habitual 
exercise of attention and judgment, to which her population is trained 
from the earliest years; and tliere is no need oi looking farther for 
the causes of the manufacturing prosperity of Britain. 

Those who cite her example in justification of their desire to 
enthral the exertions of industry, are not perhaps aware that the 
mosi thriving towns in that kingdom, those on which her character 
for manufacturing pre-eminence is mainlv built, are tlie very ])laces 
where there are no incorporations of era As and trades; Manchester, 
Birmingham, and Liverpool,! were mere villages a century or two 
ago, but now rank in point of wealth and population next to London, 
and much before York, Canterbury, and even Bristol, cities of the 
greatest antiquity and privileges, and the capitals of her most thriv- 
lag provinces, but still subjected to tlie shackles of these Gothic 
institutions. ** The town and parish of Halifax,*' says Sir John 
Nickels^ a writer of acknowledged local information, " has, within 
these forty years, seen the number of its inhabitants quadrupled : 
whilst many other towns, subjected to corporations, have cxix^ 
rienced a sensible diminution of theirs. Houses situated within the 
precincts of the city of London hardly fmd tenants, and numbers of 
them remain empty ; whilst Westminster, Southwark, and the other 
suburbs are contiiiually increasing. These suburbs are free, whilst 
London supports within itself four-score and twelve exclusive com- 
panies of all kinds, of which we may see tlie mcnibcrs annually 
adorn, with a silly pageantry, the tumultuous triumphal procession 
of the Lord Mayor." 

The prodigious manufacturing activitv of some of the suburbs of 
Paris is notorious; of the Faubourg St. Antoine, in particular, where 
industry enjoyed many exemptions. Some products were made no- 
where else. How hapj^ned it, that without apprenticeships, or the 
necessity of being free of the craft, the manufacturer acquired a 
greater degree of skill, than in the rest of the city, which was subject 
to those institutions that are held up as so indispcn^^able ? For a 
Terv simple reason : because self-interest is the best of all inslructors- 

An example or two will serve better than all reasoning in the 
world, to show the imfx^dimcnts thrown in the way of the develop- 

• Wealth of XatianM, book iv. c. 7. t Baert. vol. 1. p. 107. 

{ Remarkt on the Adtantagpn and Disadvantafft s of France and of Great 
Briimin, 12nio. 17{>l, } 4, p. U2, {a) 

(«)Thi9 work was orifrinally published in French in 1752, with ^rcat surccsi, 
nader the fictitious name of Sir John Nickoitt, and is supposed to have boon the 
imdnction of a fbreijrner employed about the court of Versailles. It contains 
amnj judiciuus remarks upon the internal policy of Britain. T. 
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ment of industry by incorponilions of trades and crafts. Argand, 
the inventor of the lamps tliiA go by his name, and yield, at the same 
(ixpense, triple the amount of light, was dragged before the Parle- 
ment de Paris, by the company of tinmen, locksmiths, ironmongers, 
and journeymen farriers, who claimed the exclusive right of maKing 
lamps.* Lenoir, the celebrated Parisian philosophical and nialhe- 
matical instrument maker, had set up a small furnace for tlie con- 
venience of working the metals used in his business. The syndics 
of the founders' company came in person to demolish it; and he 
was obhged to apply to the king for protection. Thus was talent 
dependent upon court favour. The manufacture of japanned hard- 
ware was altogether excluded from France until the era of the revo- 
lution, by the circumstance of its requiring the skill and implements 
of many different trades, and the necessity of being admitted to the 
freedom of them all, before an individual could carry it on. It would 
be easy to fill a volume with the recapitulation of the disheartening 
vexations that personal industry had to encounter in the city of Pans 
alone, under the corporate system ; and another with that of the suc- 
cessful efforts made, since that system was abolished by tlie revolution. 
For the same reason that tlie free suburb of a chartered town, or 
a free town in the midst of a country embaiTassed by the olficious- 
ness of a meddling government, will exhibit an unusual degree of 
prosperity, a nation tliat enjoys the freedom of industry, in the midst 
of others followin^lhe corporate system, would probably reap simi- 
lar advantages. Those have liiriven the most, that have been the 
least shackled by the observance of formalities, provided, of course, 
that individuals be secured from the exactions of power, the chica- 
nery of law, and the attempts of dishonesty or violence. Sully, 
whose whole life was spent in the study and practice of measures 
for improving the prosperitv of France, entertained this opinion.f 
In his memoirs, he notices the multiplicity of useless laws and ordi- 
nances, as a direct barrier to the national progress.]; 

* " Why not (jct himself made free of the company!" any thtMo who are ever 
TKidy to palliate or justify official abuse. The corporation, which had the con- 
trol over admissions, was itself interested in thwarting n dangeraua competitor. 
Besides, why compel the in^nious iovontor to wnste in a personal canvass, that 
timo which would be eo much mure prolitaljly occupied iti liis calling 1 

t Liv. xix. 

\ Colbert's early education in the coun ting-house of the Mesara. itfoicraiK, of 
Lyons, a very considerable mercantile eGtnblishmcnt, very early imbued him 
with the principles of the manufacturers. Commerce and manufacture thrived 
prodigiously under his powerfiil and judicious patronage ; but, though he liberated 
them from abundance of oppression, be was himself bnrdly sparing enough of 
ordinances and regulations ; lie encouraged manufactures at tlie expense oCtgn- 
culture, and eoddled the people at lari^c with tlie extraortlinary protits of mom^m- 
lists. We cannot shut our eyes to the luct, that to this system, aclcd upon ever 
since the days of Colbert. France owed llie striking inequalities of private for- 
tune, the overgrown wealth of some, and the superlative misery of others; the 
contrast of a few splendid eslablishments of industry, with a wide waste ol 
poverty and degradation. This is no ideal picture, but one of sad reality, which 
ine study of principles will help us to exptoio. 
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It may, perhaps, be alleged, that, were all occupations (Juite free, 
m hrge proportion of those who engaged in them would fall a sacri- 
fice to tne eagerness of competition. Possibly they mi^ht, in some 
few instances, although it is not very likely there should be a great 
excess of candidates in a line, that held out but little prospect of gain ; 
Tet, admitting the casual occurrence of this evil, it would be of 
mfinitely less magnitude, than permanently keeping up the prices of 
produce at a rate that must limit its consumption, and abridge the 
power of purchasing in the great body of consumers. 

If the measures of authority, levelled against the free disposition 
of each man*s respective talents and capital, are criminal in the eye 
of sound policy, it is still more ditHcult to justify them upon the 
principles of natural richt. " The patrimony of a poor man," says 
the author of the Wealth of Nations, " lies in the strength and dex- 
terity of his hands : and to hinder him from employing this strength 
and dexterity in what manner he thinks proper, without injury to 
his neighbour, is a plain violation of his most sacred property." 

However, as society is possessed of a natural right to regulate the 
exercise of any class of industry, that without regulation might pre- 
judice the rest of the community, physicians, surgeons, and apothe- 
caries, are with perfect justice subjected to an examination into their 
professional ability. The lives of their fellow-citizens are dependent 
upon their skill, and a test of that skill may fairly be estaolished ; 
but it does not seem advisable to limit the number of practitioners 
nor the plan of their education. Society has no interest further than 
to ascertain their qualification. 

On the same grounds, regulation is useful and proper, when aimed 
at the prevention of fraud or contrivance, manifestly injurious to 
other kinds of production, or to the public safety, and not at pre- 
scribing the nature of the products and the methods of fabrication. 
Thus, a manufacturer must not be allowed to advertise his goods to the 
public as of better than their actual quality: the home consumer is 
entitled to the public protection against such a breach of faith; and 
so, indeed, is the mercantile character of the nation, which must suf- 
fer in the estimation and demand of foreign customers from such 
practices. And this is an exception to the general rule, that the best 
of all guarantees is the personal interest of the manufacturer. For, 
possibly, when about to give up business, he may find it answer to 
increase his profit by a breach of faith, and sacrifice a future objec* 
he is about to relinquish for a present benefit. A fraud of this kind 
ruined the French cloths in the I/jvant market, about the year 
1788; since when the German and British have entirely supplanted 
them.* We may go still further. An article often derives a value 
from the name, or from the place of its manufacture. When we 
judge from long experience, that cloths of such a denomination, and 



* The lam of this tnde has boon crnmoously imputed to the liberty of com- 
HMice, eonseqoent upon the revolution. Dut Felix lieaujtmr^ in his Tableau du 
Cmmmti l« ie la Orece, has shown that it must be rcfcired to an earlier periui, 
vImd reatrictkmi were still in force. 
16 
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made at such a place, will be of a certain breailih lubstance, it 

is a fraud to fabricate, under the same name and ai me same place, 
a commodity of inferior substance and quality to the ordinary stand' 
ard, and thus to send it into the world under a false certificate. 

Hence we may form an opinion of the extent to which govern- 
ment may carry its interference with benefit. The correspondence 
with the sample of conditions, express or implied, must be rigidly 
enforced, and government should meddle with production no< further. 
I would wish lo impress upon my readers, that the mere Interference 
is itself nn evil, even where it is of use :* first, because it harasses and 
distresses individuals; and, secondly, because it costs money, ^her 
to the nation, if it be defrayed by government, that is to say, charged 
upon the public purse, or to the consumer, if it be charged upon the 
specific article ; in the latter case, the charge must of course enhance 
the price, thereby laying an additional tax upon the home consumer, 
and ]!ro lanto discouraging the foreign demand. 

If interference be an evil, a paternal government will be most 
sparing of its exercise. It will not trouble itself about the certifica- 
tion oi such commodities, as the purchaser must understand belter 
than itself; or of such as cannot well be certified by its agents; for, 
unfortunately, a government must always reckon upon the negli- 
gence, incapacity, and misconduct of its retainers. But some arli- 
cles may well admit of certification ; as gold and silver, the standard 
of which can only be ascertained by a complex operation of chem- 
istfv, which few purchasers know how to execute, and which, if 
ihey did, would cost them infinitely more than it can be executed 
for by the government in their slcad. 

In Great Britain, the individual inventor of a new product or of a 
new process may obtain the exclusive rigiit to it, by obtaining what 
is called a patent. While the patent remains in force, the absence oi 
competitors enables him Jo raise his price far above the ordinary 
return of his outlay with interest, and the wages of his own in- 
dustry. Thus he receives a premium from (he government, ch&reed 
upon the consumers of the new article; and this premium is often 
very large, as may be supposed in a country so immediately produc- 
tive as Great Britain, where there arc consequently abundance of 
aflluent individuals, ever on the look-out for some new object of 
enjoyment Some years ago a man invented a spiral or worm spring 
for insertion between the leather braces of carriages, to ease their 
motion, and made his fortune by the patent for so trifling nn invention. 

Privileges of this kind no one can reasonably object to; for they 
neither interfere with, nor cramp any branch of industry, previonsljr 
■n operation. Moreover, the expense incurred is purely voluntary; 
nnd those who choose toincurit, are not obliged to renounce the satis- 
Jaction of any previous wants, either of necessity or of amusement. 

• " Evei^ restraint, imposed by legialation, upon the freedom of humsn action 
must inevitably eTtinfruisli n portion of the pnergies of the coRUuuni^, and 
ibridge its annual product"^ Verrt. ReJI. tw FEam. Pot c. 12. 



'd 



XVn. ON PRUDUCnON. 183 

However, as it is the duty of every government to aim at the 
coDStaut amelioration ofits subjects' condition, it cannot deprive other 
IMToducers to eternity of the right to employ part of their industry 
«nd capital in this particular channel, which perhaps they might 
aooner or later have themselves discovered, or preclude the con- 
sumer for a very long period from the advantages of a competition- 
price. Foreign nations being out of its jurisdiction, would of course 
grant no privilege to the inventor, and would, therefore, in this par- 
ticular, during the operation of the patent, be better off than the 
nation where the invention originated. 

France* has imitated the wise example of England, in assigning a 
limit to the duration of these patent rights, after which the invention 
18 free for all the world to avail themselves o£ It is also provided, 
that, if the process be capable of concealment, it sliall be divulged at 
the expiration of the term. And the patentee, who in this case, it 
may be supposed, could do without tlie patent, has this advantage: 
that if his secret be discovered by any body in the interim, it cannot 
be made available till the expiration of the term. 

Nor is it at all necessary that the government sTiouid inquire into 
the BO^ehy or utility of tHe invention ; for, if it be useless, so much 
the worse for the inventor, and, if it be already known, every body 
it competent to plead and prove that fact, and the previous right of 
the public; so tnat the onlv suflerer is the inventor, who has been 
at the expense of a patent for nothing. Thus the public is no loser 
by this species of encouragement, but, on the contrary, may derive 
prodigious advantage. 

The regulations tending to direct cither the object or the method 
of production, which have been above observed upon, by no means 
comprise all the measures adopted by different nations with those 
views. Indeed, were I to specify them all, my catalogue would 
soon be incomplete ; for new ones are every day brought into prac- 
tice. The great point is, to lay down certain principles, that may 
enable us beforehand to judge of their consequences. But there are 
two other brandies of commerce, that have been the subject of more 
than usual regulation, and are, therefore, worthy of more special 
investigation. I shall devote the two succeeding sections to their 
exclusive examination. 

Sbction IIL 

Of PfivUeffed Trading Compantec 

A government sometimes grants to individual merchants, and 
much oftener to trading companies, tlic exclusive privilege of buying 
and selling specific articles, tobacco for example ; or of trafficking 
with a particular country, as with India. 

• Vide the laws dated 7th Jan. and IMth May, 1791, and 20th ScpL 1702 
Aha the arret of the goycTiimciiL, doled o Vaodcinairc, un. ix. 
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The privileged traders, being thus exempled from oil competition 
liy the exertion of the public authority, can raise their prices above 
tlie level that could be innintained under lite operation of a fre« 
trade. This unnatural ratio of price is sometimes fixed by the 
government itself, which thus assigns a limit (o the partiality it ex- 
ercises towards the producers, and the injustice it practises upon the 
consumers : otherwise, the avarice of the privileged company would 
bo bounded only by the dread of losing more by the reduction of 
the gross amount of its sales, in consequence of increased prices, 
than it would gain by their unnatural elevation. At all events, the 
consumer pays fiir the commodity more than its worth ; and govern- 
ment generally contrives to share in the profits of the monopoly. 

It has been said, for the most ruinous expedient is sure to find 
some plausible argument or other to support it, that the commerce 
with certain nations requires precautionary measures, which privi- 
leged companies only can enlorce. At one time the plea is, thai 
forts must bo built, and marine establishments kept up ; as if in truth 
it were worfh while to traffic sword in hand, or an army were neces- 
sarv to protect plain dealing; or as if the stale did not already main- 
lain at great charge a military force for ihe protection of its subjects i 
At anotlier, that diplomatic address is indispensable. The Chinese, 
for instance, are a people so bigoted to form and prone to suspicion — 
so entirely independent of other nations, by reason of their remote 
position, the extent of their lerritory, and the pecuhar character of 
their wants, that is a matter of special and precarious favour to be 
allowed to deal with them. We must, therefore, dect either to go 
wiliiout their teas, silks, and nankeens, or be content to submit tc 
precautions, which can alone insure the continuance of the trade; 
lijr the dealings of individuals might endanger the continuance of 
that good humour, without which the mutual intercourse of the two 
nations would be at nn end. 

But, let me ask, is it so certain that llie agents of a company, who 
are too apt to presume upon the support of the military power, 
cither of the nation or at least of the company ,^ — ^is it quite certain, 
that such agents are more hkely lo keep alive an amicable feeling 
than private traders, in whom more deference to local institutions 
might be expected, and who would have an immediate interest in 
kecpuig clear of any niismiderslanding that should endanger both 
their persons and their property 7* 

But, supposing the worst that could happen, and granting, for 
nrgumcnt's sake, that the trade with China can not be conducted 
otherwise than by a privileged company, does it follow, that with 
out one we must needs give op the taste for Chinese productions T 

* Tills ha^ been f xemplilimi in ttie commprcia) relstionB of the United StatM 
with China. The Ameriran tiBdeni eoDduct Ihemeelves at Canton with mortt 
iliscretian, and nre trgnrded by the Chinese authorities with leFs jealoasy tfaui 
Uie Kg-ents of the English company. The Porliifrueee, for upwinis trfi croto^. 
Tarried on Ilie traile witli the EnKtem seas, without the intervention of k ccok 
pmj, and with greater success ttmn any of tlieir coalempoT&riM, 
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Gertaioly not The trade in Chinese goods will always exist, for 
thk plain reason, that it suits both parties, the Chinese and their 
castoroers. But shall we not pay dearer for those TOods? There is 
no ground for thinking so. Three-fourths of the European states 
have never sent a single ship to China, and yet are abundantly sup- 
plied with teas, with silks, and with nankeens, and that too at a very 
cheap rate. 

There is another argument of more general application, and still 
more frequently urged; viz. that a company, having the exclusive 
trade of any given country, is exempt from the effects of competi- 
tion, and, therefore, buys at a less price. But, in the first place, it 
is not true that the exclusive privilege exempts from the effect of 
competition: the onlv competition it removes, is that of the national 
traders, which would be ot the utmost benefit to the nation ; but it 
excludes neither the competition of foreign companies, nor of foreign 
private traders. In the next place, there are many articles that 
would not rise in price in conseaucnce of the competition, which 
some people affect to be alarmed at, though in truth it is a mere 
bucribear. 

Suppose Marseilles, Bordeaux, L'Orient, were all to fit out vessels 
to bring tea from China, we have no reason to believe that all their 
ventures together would import more tea into France, than France 
could consume or dispose of. All we have to fear is, that they should 
not import enough. Now, if they were to import no more than other 
merchants would have imported for them, the demand for tea m 
China will have been just the same in both cases ; consequently, the 
commodity will not have become more scare there. Our merchants 
would hardly have to pay dearer for it, unless the price should rise 
in China itself; and what sensible effect could the purchases of a few 
merchants of France have upon the price of an article consumed in 
China itself, to one hundred times the amount of the whole consump- 
tion of Europe ? 

But, granting that European competition would operate to raise 
the price of some commodities in the eastern market, is that a suffi- 
cient motive for excepting the trade to that part of the world from 
the general rules that arc acted upon in all other branches of com- 
merce? Are we to invest an exchisivc company with the sole con- 
doct of the import or export trade between Germany and France, for 
the sole purpose of getting our cottons and woollens from Germany 
at a cheaper rate? If Uie commerce of the East were put upon the 
same footing as foreign trade in general, the price of any one article 
of its produce could never long remain much above the cost of pro- 
duction in Asia ; for the rise of price would oj)crate as a stimuius to 
increased production, and the competition of sellers would soon be on 
a par with that of purchasers. 

jBut, admitting the advantage of buying cheap to be as substantial 

u it is represented, the nati<»n at large lias a right to participate in 

that cheapness ; the home consumers ought to buy cheap as well as 

the company. Whereas in practice it is just the reverse, and, for a 

16» Y 
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very simple reason : tlie company is not esempt from c ipelition as 
a purchaser, for other nations are its compciiiors: but as i seller it is 
exempt ; for ihe rest of the nation can buy the articles it deals in no- 
where else, the import by foreigners being wholly prohibited. It 
asks its own price, and can command the market, especially if it be 
attentive to keep the market always understocked, as the English 
call it ; that is, if the supply be just eo far short of the demand, as to 
keep alive the competition of purchasers.* 

In this manner, trading companies not only extort exorbitant 
profits from the consumer, but moreover saddle him with all the 
fraud and mismanagement inseparable from the conduct of these 
unwieldy bodies, with iheir cumbrous organisation of directors and 
factors without end, dispersed from one exiremity of the globe to the 
other. The only check to the gross abuses of these privileged 
" bodies is the smuggling or contraband trade, which, in this point of 
view, may lay claim to some degree of utility. 

This analysis brings us to the point in question; are the gains of 
the privileged company, national gainsT Undoubtedly not ; for they 
are wholly taken from the pockets of ihe nation itself. The whole 
excess of value, paid by the consumer, beyond the rale at which free 
trade could afford the article, is not a value produced, but so much 
existing value presented by the government to the trader at the con- 
sumer's expense. It will probably be urged, that it must at least be 
admitted, that this profit remains and is .spent at home. Granted . 
but by whom is it spent? that is the point. Should one member of 
a family possess himself of the whole family income, dress himself 
in fine clothes, and devour the best of everj- thing, what consolation 
would il be to the rest of the family, were he to say, what signifies 
it whether you or I spend Ihe money 1 the income spent is the same, 
so it can make no difference. 

The exclusive as well as excessive profits of mono]xily would soon 
glut the privileged companies with wealth, could they depend upon 
the good management of their concerns ; but the cupidity of agents, 
tuc long pendency of distant adventures, the dilFiculty of bringing 
factors abroad to account, and the incapacity of those interested, are 
causes of ruin in constant activity. Long and delicate operations of 
commerce require superior exertion and intelligence in the parties 
interested. And how can such qualities be expected in shareholders, 
amounting sometimes to several hundreds, all of them having other 
matters of more personal importance to look after ?f 

Such are the consequences of privileges granted to trading compa- 

♦ It 19 well known, thnt, when the Dutch were in possession of the Moluccsi^ 
they were in the habit of burning' part of Ihc apices they produced, (or the sake 
of keeping up the price in Europe. 

+ The answer of La Bourdannais to one of the direclora of the French Eaat 
India Company, who asked how il was, Uiat he hod managed liis own iuteresti 
u much belter than those of the company, will lon^ be remembered: — "Be- 
cause," Kiid ho, " I mnnaije my own affiiira according to the dictates of Diy own 
jud^enl but am obliged to follow your InstructionB in regard to those of Iba 
company." 
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nies: and these consequences, it must be observed, are in the nature 
of things inseparable; circumstances may reduce their etficacy, but 
c«D never remo\'e them altogether. The English East India Com- 
pany has met with more success than the three or four French ones 
fhat at diflerent times made the experiment.* This company is 
sovereign as well as merchant ; and we know, by experience, that the 
most detestable co\remments may last for several generations ; wit- 
ness that of the ^lamelukes in Egypt. (1) 

There are some minor evils also incident to commercial privileges. 
The erant of exclusive rights frequently exiles from a country a 
branch of industry and a portion ot capital that would readily have 
taken root there, but are compelled to xXi]c abroad. Towards the 
dose of the reign of Louis XIV. the French East India Company, 
being unable to support itself, notwithstanding its exclusive rights, 
transferred the exercise of its privileges to some speculators at St 
Maloy in consideration of a small share in their profits. The trade 
began to revive under the influence of this comparative liberty, and 
\¥Ould« on the expiration of the company's charter, in 1714, have 
been as active as the then melancholy condition of France would 
have permitted : but tlie company petitioned for a renewal, and ob- 
tained one, pending the ventures of some private traders. Soon 
afterwards, a vessel of Sl Malo, commanded by a Breton of the 
name of Lamerville, appeared upon the French coast, on its return 
from the East Indies, but was refused permission to enter the har- 
bour, on the plea, that it was in contravention of tlic company's 
rights. Consequently, he was compelled to prosecute his voyage to 
the nearest port in Belgium, and carried nis vessel into Ostend, 
where he disposed of the cargo. The governor of the Low Coun- 
tries, hearing of the enormous profits he had made, proix)sed to the 
captain a second voyage, with a squadron to be fitted out for the 
express purpose; and Lamerville afterwards performed many simi- 

^ The fint French East India Company was established in the reign of Hennr 
IV. A. D. 1604, at tiie instance of a Fleming of tlie name of Gerard Leroi, it 
tc with no success. 



(1) The commercial monopoly of the En^1ii«h East India Company ^vas finally 
■bolifihed by three acts of Parfiament, passofl durinsr the year 1S3^), namely, 
cl»|icefi ^ 03, and 101 of the :kl and 4th William IV. The first is entitled, an 
■ct fcM* effecting an arranjorement with the East India Company, and for the better 
fPOTemment of His Majesty *8 Indian territories, till the olHh day of April, 1854 ; 
the second, an act to ro<nilatc the trade of China and India ; and the tliird, an act 
to moTide for the collection and manncrcment of duties on tea. 

By there acts the trade with both China and India is thrown open, for the first 
time, to British enterprise and capital, and British subjects are also permitted to 
take up their residence in these countries. It is needless to point out the \'ast 
importance of these enactments, and the rfreut advanta^res that must result from 
tbem, not only to British subjects, but to the whole commercial world. The 
reaources of refpnns of rich countries that have hitherto lain dormant will noMT 
be called into activity, and the general wealth of the countr}', and its capacity of 
absorbing fyreiga commodities, immensely increased. 

American Editor. 
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lar voyages for different employers, and laid the foundation of the 
Osicnd Company-* 

Thus, the French consumer must necessarily have suffered by 
this monopoly : and so, in fact, he did. But, at any rale, it will be 
supposed, the coinpatij' must have benefited. Just the contrary: 
the company was itself ruined ; in spite of ihe monopoly of tobacco, 
the lotteries, and other subsidiary grants bestowed on them by the 

fDvernment.f " In short," says Voltaire.J " all that remained to 
ranee in the East was tlic regret of having, in the course of forty 
years, squandered enormous sums, to bolster up a company that 
never made a six-iKnce profit, never made any dividend from the 
resources of its commerce, cither to its share-holders or creditors; 
and supported its establishments in India, solely by the underhand 
practice of pillage and extortion upon the natives." 

The only case in which the establishment of an exclusive com- 
pany is justifiable, is, when there is no other way of commencing a 
new trade with distant or barbarous nations. In that case, the 
charter is a kind of patent of invention, and confers an advantage, 
commensurate to the extraordinary risk and expense of the firrt 
experiment. The consumers have no reason to complain of the 
dearness of products, which, but for the grant of the charter, they 
would eitJier not have enjoyed at all, or have enjoyed at a still 
dearer rate. But such grants should, like patents, be limited to such 
duration only, as will repay and fully indemnify the adventurers for 
the advances and risk incurred. Any thing furtlier is a mere free 
gift to the company, at the expense of the nation at large, who have 
a natural right to get what liiey want wherever they can, and at the 
lowest possible price. 

What has been said wilh respect to commercial is equally applica- 
ble to manufacturing privileges. The reason wiiy governments are 
so easily entrapped into measures of this kind is, partly because they 
see a statement of large profits, and do not trouble themselves to in- 
quire whence they are derived; and partly because this apparent 
profit is easily reduced to numerical calculation, no matter wnether 
wrong or rignt, correct or incorrect; whereas the loss and mischief 
rcsuhing to liie nation are infinitely subdivided amongst the mem- 
bers of the community, and operate after all in a very indirect, com- 
plex, and general way, so as to escape and defy calculation. Some 
writers maintain arithmetic to be ifie only sure guide in political 
economy; for my part, I see so many detestable systems built upon 
arithmetical statements, thai I am rather inclined to regard that 
science as the instrument of national calamity. 

* Taylor's Lflterf on India. 

* Saynal. Ilisl. phil. ct polit, del Eitabl. det Europietu, ion* l«* deux hia, 
iv. iv. I 19. 



CktfL TV± ON PRODUCTION. 189 

Sbctioh IV. 
OfreguUuUms affecting the Cktm Trade, 



It would seem that the general principles, which govern the com- 
o{ all other comm^ities, snould be equally applicable to the 
commerce of grain. But grain, or whatever else may happen to be 
the staple article of human subsistence to any people, deserves more 
particular notice. 

It is universally found, that the numbers of mankind increase, in 
proportion to the supply of subsistence. The abundance and cheap- 
ness of provisions are favourable to the advance of population ; their 
scarcity is productive of the opposite effect ;* but ncitner cause ope- 
rates so rapidl V as the annual succession of crops. The crop of one 
year may, pernaps, exceed or fall short of the usual average, by as 
much as one-fifth or one-fourth ; but a country, that, like Prance, has 
thirty millions of inhabitants one year, cannot have thirty-six mil- 
lions the next ; nor could its population be reduced to twcntv-four 
millions in the space of one year, without the most dreadful degree 
of sufiering. Therefore it is the law of nature, that the population 
shall one year be superabundantly supplied with subsistence, and 
another year be subjected to scarcity in some degree or other of 
intensity. 

And so, indeed, it is with all other objects of consumption ; but, 
as the most of them are not absolutely indispensable to existence, the 
temporary privation of them amounts not to the al>solute extinction 
of life. The high price of a product, which has wholly or jvirtially 
failed at home, is a powerful stimulus to commerce to import it from 
a greater distance and at a greater ex|)en$e. But it is unsafe to leave 
woolly to the providence of individuals the care of supplying an 
article of such absolute necessity : the delay of which, but for a few 
daySy may be a national calamity ; the transport of which exceeds 
the ordinary means of commerce; and whose weight and bulk 
would make its distant trans]X)rt. csjicciajl y by land, double or triple 
its average price. If the foreign supply of corn be relied upon, it 
may happen to be scarce and dear in the exporting and im{K)rting 
country at the same moment. The government of the exporting 
country may prohibit the export, or a maritime war may interrupt 
the transport But the article is one the nation cannot do without ; 
or even wait for a few days longer. Delay is death to a part of the 
population at least. 

For the purpose of equalizing the average consumption to the 
average crop, each family ought literally to lay by, in years of plenty 
for the deficiency of years of scarcity. But such providence canuo' 
be reckoned upon in the hulk of the i^opulation. A great majority, to 
say nothing of their utter want of foresight, are destitute of the 
means of keeping such a store in reserve sometimes several vean* 

* Vide infrd. Book IL chap. II. 
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together i neither have they the accotiimudationa (iir housing it, or 
the means of taking it along with them on a casuul change of abode. 
Can speculative commerce be depended upon for this reserve 
agahist a deficiency? At first sight ii might appear liiat it cou)d| 
that Bcir-iDlerest would be an adequate motive ; fur llie difierence of 
the price of corn in years of abundance and ihose of scarcity is very 
gicat. But the recurrence of the oscillation is loo irregular in dis- 
tance of time, and too infrequent also, to give rise to a regular tralBc, 
01 one that can be repealed at pleasure. The purcliasc ol the grain, 
the number and size of the storehouses, require a very large advance 
of capital and a heavy arrear of interest: it is an article that must 
be repcaiedly sliifted and turned, and is much exposed to fraud and 
damage, as well as to popular violence. All these are to be covered 
by a profit of rare occurrence. Wherefore, it is possible, tliat the 
article may not hold out sulHcient temptation to the speculator, 
altliougli this would be the most commendable kind of spcculatiozi, 
being Iramed upon the principle of buying from the producer when 
he is eager to sell, and selling to the consumer when he finds it diili- 
cult lo purchase. 

In default of the individual providence of the consumer, and of 
speculative accumulation and reserve, neither of which it would seem 
can be safely depended upon, can the public authority, as represent- 
ing the aggregate interest, undertake the charge of providing against 
a scarcity witli any prospect of success l I am aware, that, in a few 
very limited communities, blessed with a very economical govern- 
ment, like some of the Swiss cantons, public granaries for storing a 
casual surplus have answered the purpose well enough. But I should 
pronounce ihem impracticable In large and populous countries. The 
advance of capital and its accruing interest would affect the govern- 
ment in the same manner as private speculators, and even in a 
giealer degree; for there are few governments, that can borrow on 
such low terms as individuals in good credit The dilhcultles of 
managing a commercial concern, of buying, storing, and re-sclliog 
to so large an extent, would be still more insuperable. Turgot, in 
his letters on the commerce of grain, has clearly proved, that, in 
matters of this kind, a government never can especl lo be served at 
a reasonable rale ; all its agents having an interest in swelling itg 
expenditure, and none of them in curtailing. It would be utterly im- 
possible to answer for the tolerable conduct of a business left to the 
discretion of agents without any adequate control, whose actions are, 
for the most part, governed by the superior dignitaries of the state, 
who seldom have either the knowledge or condescension requisite 
for such details. A sudden panic in the public authorities might 
prematurely empty the granaries; a political measure, or a. war, 
divert their contents to quite a different destination. 

Generally speaking, it appears that there is no safe dependence for 
a reserve of supply against a season of scarcity, unless the business 
be confided to the discretionary management of mercantile houses of 
the first capital, credit, and mlelligence, willing to undertake the 
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e, and the filling and replenishment of the granaries upon cer-' 
tulated terms, and with the prospect of such advantages, ad 
rly recompense them for all their trouble. The operation 
fien be safe and effectual, for tlie contractors would give secu- 
due performance ; and it would also be cheaper executed in 
f than in any other. Different establishments might be con- 
with for the different cities of note ; and these being thus 
I in times of scarcity from the stores in reserve, would no 
Irain the country of the subsistence destined to the agricul- 
ipulation. {a) 

c stores and granaries are after all but auxiliary and tempo- 
pedients of supply. The most abundant and advantageous 
ivill always be tnat furnished by the utmost freedom of com- 
whose duties in respect to grain consist chiefly in trans- 
the produce from the farmyard to the principal markets, 
nee in smaller quantities from the markets of the districts 
t is superabundant to those of others that may be scantily 
1 ; or in exporting when cheap, and importing when dear, 
lar prejudice ana ignorance have universally regarded with 
eye those concerned in the corn-trade ; nor have the deposi- 
1 national authority been always exempt from similar illibe- 
The main charge against them is, that they buy up corn with 
ress purpose of raising its price, or at least of making an 
nable profit upon the purchase and re-sale, which is in enect 
1 gratuitous loss to the producer and consumer. 
, 1 would ask, what is meant by this charge? If it be meant 
se the dealers of buying in plentiful seasons, when corn is 
md laying by in reserve against seasons of scarcity, we have 
n that this is a most beneficial operation, and the sole means 
mmodating the supply of so precarious an article to the regu- 
f an unceasing demand. Large stores of grain laid in at a 
ce contribute powerfully to place the subsistence of the popu- 
eyond risk of failure, and deserve not only the protection, 
encouragement of the public authorities. But, if it be meant 
ge the corn-dealers with buying up on a rising market and 
approach of scarcity, and thereby enhancing the scarcity and 
:e, although I admit that this o)X3ration has not the same 

is Binj^lar, that, afler the very careful revision which this section has 
le in the last editioni this paranfraph should have been sufiercd to stand, 
me would almost suspect tiiat our autlior hail left it rather in compli- 
Lhe popular notions of his own country, than from personal conviction of 
'icty of the measure he sufr£ri»ts; which is impujifned by the whole con- 
lie remaining pirt of the flection. The best security against famine is, 

I absence of all ofllici.il interference whatever, whether permanent or 
y, aa the example of (Jroat Rritain will testify. There the government 

II times abstained from taking a personal part in the supply either of 
roantrr, and has limited \U interference to the mere export and import, 
ive only been cramped and impeded by ill-advised operations. Another 
t ^nmnd of security is, the variety of the national food. Upon this ou^ 
u obnGrred. — Vu/e, infrd, T. 
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recommendation of utility, and that the consumer iddled with 
the additional cost of the operation without any airect equivalent 
benefit, for in this instance the deficiency of one year is not made 
good by the hoarded surplus of a preceding one; yet I cannot think 
It has ever been attended with any very alarming or fatal conse- 
(juences. Corn is a commodity of most extended production ; and 
its price cannot be arbitrarily raised, without disarming the competi- 
tion of an infinity of sellers, and without an extent of dealing and of 
agency scarcely practicable to individuals. It is, besides, a most 
cumbersome and inconvenient article in comparison with its price, 
and, consequently, most expensive and troublesome in the carriage 
and warehousing. A store of any considerable value can not escape 
observation.* And its liability lo damage or decay often makes sales 
compulsory, and exposes the larger speculators to immense loss. 

Speculative monopoly is, therefore, extremely difficult, and little 
to be dreaded. The kind of engrossment most prejudicial, as well 
es most difficult of prevention, is that practised by the domestic pru- 
dence of individuals in apprehension of a scarcity. Some, from 
excessof precaution, lay by rather more than they want; while farm- 
ers, farming proprietors, millers, and bakers, who habitually keep a 
stock on hand, take care somewhat lo swell that stock, in the idea 
that they shall sell to a profit whatever surplus there may be ; and 
the infinite number of these petty acts of engrossment makes them 
greatly exceed, in the aggregate, all the united efforts of speculation. 

But what if it should turn out, after all, that even the selfish and 
odious views of such sjieculators are productive of some good T 
When corn is cheap, it is consumed with less providence and fru- 
gality, and used as food for the domestic animals. The distant 
prospect of scarcily, or even a slight rise of price, is insufficient to 
check this improvidence betimes. If the great holders shut up their 
stores, however, the consequent anticipation of a rise of price imme- 
diately puts the public on their guard, and awakens the particular 
frugality and care of the little consumers, of whom the great moss 
of consumption is composed. Ingenuity is set at work to find a sub- 
stitute for the scarce article of food, and not a particle is wasted. 
Thus, the avarice of one part of mankind operates as a salutary 
check upon the improvidence of the rest ; and, when the stock with- 
held at length appears in the market, its quantity tends to lower the 
price in favour of (he consumer. 

With regard to the tribute which the dealer is supposed to exact 
from both producer and consumer, it is a charge that will attach with 
equal justice upon every branch of commerce whatsoever. There 
would be some meaning in it, could products reach the hands of the 
consumer without any advance of capital, without warehouses, trou 

• Lamarrc, who was a great advocate for the interference of authority in thcM 
malters, and was commissioned by the Eovemment, In the scarciliea of the yeus 
1699 — 17(19. to discover all concealed hoards, and bring lo light the monopolist*, 
frankly confesaea. that he was not able to make seizure of so much as 100 qoai- 
lors altogether. — Tralti de la Police, Sapplement au tome 11. 
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Ue* combination, or any kind of difHculty. But, so long as difHcuI- 
tiea ahall exist, nobody will be able to surmount them so cheaply, as 
dioie who make it their special business. Legislation should take 
Vk enlarged view of commerce in the aggregate, small and -great ; 
it will find its agents busied in traversing tne whole surface; of the 
territoryy watching every fluctuation of demand and supply, adjusting 
the casual or locd deficiency of price to meet the charges of pro- 
duction and excess of price above the capacity of consumption. Is 
it to the cultivator, to the consumer, or to the public administration 
that we can safely look for so beneficial and powerful an agency 7 
Extend, if you [^ase, the facility of intercourse, and particularly 
the capacities of internal navigation, which alone is suited to the 
transport of a commodity so cumbrous and bulky as grain ; vigilantly 
watcn over the personal security of the trader; ana then leave him 
to follow his own track. Commerce cannot make good the failure 
of the crop; but it can distribute whatever there may be to distribute, 
in the manner best suited to the wants of the community, as well as 
to the interests of production. And doubtless it was for this reason 
that Smith pronounced the labour of the corn dealer to be favourable 
to the production of corn, in the next degree to that of the cultivator 
himself. 

The prevalence of erroneous views of the production and com- 
merce of artictes of human subsistence, has led to a world of mis- 
chievous and contradictory laws, regulations, and ordinances, in all 
countries, suggested by the exigency of the moment, and often ex- 
torted by popular importunity. The danger and odium thus heaped 
upon the aealers in grain have frequently thrown the business into 
Ihe hands of inferior persons, qualified neither by information nor 
ability for the business ; and the usual consequence has followed : 
namely, that the same traffic has been carried on in secret, at far 
greater expense to the consumers; the dealers to whom it was 
abandoned being of course obliged to pay themselves for all the risk 
and inconvenience of the occupation. 

Whenever a maximum of price has been afllixcd to grain, it has 
immediately been withdrawn or concealed. The next step was to 
compel the farmers to bring their grain to market, and prohibit the 
private sales. These violations of property, with all their usual 
accompaniments of inquisitorial search, personal violence, and in- 
justice, have never aflTorded any considerable resource to the govern- 
ment employing them. In pr>lity as well as morality, the grand 
secret is, not to constrain the actions, but to awaken the inclinations 
of mankind. Markets are not to be supplied by the terror of the 
bayonet or the sabre.* 

When the national government attempts to supply the population 

• The French minister of Iho interior, in his report, presented in Dccembtfr, 
1817, idinitfl that the markets wnre never so ill supplied as immediately afler 
the decree of May 4, 1812, prohibitin(|r all sales out of open market The con- 
somen crowded thither, having nowhere else to resort to ; while the formers, 
hmg M\g9d to sell below the current price, pretended to have nothinip ibr sale 
17 Z 
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I ly becoming flsclfa dealer, il is sure to fail in satisfying the national 
wanis ilseSf, and at the same time to extinguish all the resources that 
freedom of commerce ^vuiiW t)frcr ; for nobody else will knowingly 
embark in a loaing trade, though the i;ovemnient may. 

I>uring llicscarrily prevalent titroiighout many parts of France, 
in the year 1775, the municipalities of Lyons and some other towns 
attcriiplcd to reheve the wants of the inhabitants, by buying np com 
in the country, and re-selling it at a loss in the towns. To defray 
the expense of this operation, they at the same time obtained an in- 
crease of the oclrtn or tolls upon goods entering iheir gates. The 
scarcity ere^v worse and worse, for a very obvious reason ; the ordi- 
nary dealers naturally abandoned markets where goods were sold 
below the cost price, and which tlxjy could not resort to without 
jinving extra toll upon entrj'." 

riie more necessary an article is, the more dangeroos it is to 
redm-e its price below the natural level. An accidental dcarness of 
corn, tlxiugh doubtless a most unwelcome occurrence, is commonly 
brought about by causes out of oH human power to remove.f There 
is no wisdom in heapins one calamity u])on another, and passing 
bad laws because there has been a bad season. 

Governments have met with no heller success in the matter of 
importation, than in the conduct of internal commerce. The enor- 
mous sacrifices made by the commuve of Paris and the genera! 
gnvci-nment, to provision the metropolis in the winter of 1816-17 
u-ith grain imported from abroad, did not prolect the consumer from 
nn exorbitant advance in (he price of bread, which was Ixsides de- 
iicicnt both in weight and ([ualily; and the supply was foond inad&- 
qiiiile after all.J 

* bi nil B^es and in all places till? elTect will fullow. Tbc Kmpc^rrir Julian, 
A. n. .362, caused to be aoiii at A!ili«:l. 42(1.000 mndU of wliesl imported fiwo 
Chaleis and Egypt for llie purpofu.', at a price lower ihan Ihe average of the 
imrket; the supplies of private commerce were immediatelj Btopjiod in conse- 
((uence, nnd the femine waa n^jjrravitcd. Yiile Gibbon, c. 24. The principles of 
political economy arc eternal and lininutable ; but one iwUon is acquaiDted with 
tliem, and another noL 

The metropolis of the Roman empire was always deslilute of subBJitence, 
wlion lliC piverDmcill willihelii the frmtuilous largesses of gruin drawn frooi k 
tributary worlil ; and these very lirgessea were the real cause of tiie Karcitjr 
felt nnil complained of! 

t One of the most frequent causes of famine is, Indeed, of human creatkn, 
and that is war, which both interrupts production, and wastes minting products. 
This cause is, therefore, within human control; but we can liardly expect it to 
be effectually exerted, until governments shall entertain more accurate notiotw 
if Ihrir own, as well as of the rational interests; and nations l>e weaned of the 
puerility of alUcliin;; sentiments of admiration and glory to perils encountered 
without n 



J It is mere mockery to talk of the paternal care, solicitude, or beneficeiict 
of government, which are never of any avail, either to e- d le power* of 
nulliority, or to diminish the suffering of tlie people. 1 i : ::itude of tb« 
povernmenl can never be doubled; a sense of intense pe ui intereat will 
always guide It to the conservation of social order, by which u la lure to be tha 
-,irincipal gainer. And its bencHcence nan have little merit ; r it cui ezelt 
none, but at the expense of its Eubjecls. 
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On the subject of bounties on import, it is hdrdly necessary to 
toucik Tfae most efiectual bounty is the high price of the article in 
eke country where the scarcity occurs, amounting somctitnes to as 
moch as 200 or 300 per cent. If tliis be not sutKcieut to tempt the 
importer, I know of no adequate inducement tiiat tlie government 
oooM hold oat to hinu 

Nations would be less subject to famine, were thev to employ a 
greater Tariety of aliments. When the whole population de|)ends 
upon a single product for subsistence, tlie misery of a scarcity is 
extfenne. A deficiency of corn in France is as bad as one of rice in 
Rindostan. When their diet consists of many articles, as butcher*s 
meat, poultry, esculent roots, vegetables, fruits, fish, &&, according 
to local circumstances, the supply is less precarious ; for tltesc arti- 
cles seldom fail all at a tiiTie.* 

Scarcity would also be of less frequent occurrence, if more atten- 
tion were paid to tlie dissemination and jjerfection of the art of 
preserving, at a cheap rate, such kinds ot food, as are oflered in 
superabundance at particular seasons and places ; fish, for instance ; 
Cheir periodical excess might in this way be made to serve for times 
of scarcity. A perfect fi*eedom of international maritime intercourse 
^ould enable the inhabitants of tlie tem{)erate latitudes to partake 
^rheaply of those productions, that nature pours fortli in such pro- 
fusion under a tropical sun.f I know not how far it would l)c possi- 
Ue to preserve and transport the fruit of the banana; but tlic cx()C- 

* Cnfltoifi, the tyrant of m-eak minds, and of such, unfortunately, is the threat 
IMM of mankind, and of the lower claMses in particular, is always a formidable 
^ipiKioeDt to the introduction of a new article of food. I have observed in Kornc 
prori n ceg of France, a decided distaste for the paste prepared in the Itilian 
DMlhod, tlthoofh a inost nutritious substance, and well calcuiatfMl fur ke(*pin;r the 
Hoar toand vnigooA. PmbaUy, nothini^ but the frequent recurrence of scarcity 
dwinip the political asrilations of the nation could liave extended the cultivation 
tod eoo8iiin|AioD of the potatoc, so as to have made it a staple article of fim] in 
■uj districli. The appetite for that vegetable would be still more p^on^ral, 
were a little more attention bcfitowed upon prcs^Tvin^ and ^melionimj the 
■peewii^ and the practice of raising it from the seed ratlicr than the root more 
■nCQ J UBRI vtu. 

f HmmMdt tells us, in his Eismi pol. $ur la Snntrlle Espagnf^ c. ix. titbit an 
e^nl am of land in that rmmtry will prod'ice hananaM, potatoes, and whf^rat, in 
Ike Mloving proportions of weight : — 

KilorramfiM*. 

Banuns 106,(i0ri 

PoUtoei 2,4^)0 

Wheat POO 

The product of bananas i«, thcref«ire, in weit'ht, 1*3 times that of wheat, and 

4ft times that of pntatoe& But a Ur;fe defiuction must be made fijn tiie aq-je^/tM 

p M t fal e i of the banana. 

A demn-kteian of fertile land in Mexim, by proper culti%'atir<n of tlie lar^^.r 

of binina. may he ma;Jr^ to fe^ rnor^.' than r/i indivkluab; wh«:rr<^;'i'f t/iO 

extent of sur&c^ ;n K»ir>p^. «up>"««:nj :i u* yield ci?ht>fbld, wiii g-iv<r an 

pruduct of no m-'re than oTQ kih. of wh-ai i!-i»jr, wh)cb is mA eri'-j::h ffjf 

e oTtvo p^r*j?»*. It i* niton! L'lat &jropeaoA, on their fir*t irr;vv 

re^ii^ii. sh'^M ^ ^aTVTl«nd at the ver\- limited extent of cultivated 

rirelio^ the cro-scded cabin* of the *:atjre popuUticio. 
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rimunt has in a great measure succeeded wilh respect to ihe sugar- 
cane, which funijslicti, in a thousand shapes, an agreeable and 
wholesome article of iliel, and is produced so ahutidanlly by all parts 
of ihe world, lying wilhin 38^ of latitude, thai, hut for our present 
ahsurd legislative provisions, it might be had much cheaper than 
butcher's meat, and fur liie same price as many indigenous fruits 
and vegetables.* 

To return to the corn-trade, I must protest against the indtBcrimi- 
natc and univcrsn] application of the arguments 1 have adduced to 
show the benefits of liberty. Noliiing is more dangerous in prac- 
tice, than an obstinate, unbending adherence to system, particularly 
in its application to the wants and errors of mankind. The wiser 
course is, to approximate Invariably lo the standard of sound and 
acknowledged principles, to lead towards tliem by the never-failing 
intluence of gradual and insensible attraction. It is well to fix 
beforehand a maximum of price beyond which exportation of grain 
shall either be prohibited, or subjected to heavy duties ; for, as smug- 
gling cannot be prevented entirely, it is belter that those who are 
resolved lo practise it should pay the insurance of (he risk to the 
state than to individuals. 

We have hitherto regarded the inflated price of grain as the only 
evil to be apprehended. But England, in 1815, was alarmed by a 
j)ros|>ecl of an opposite evil ; viz. that its price would be reduced too 
low by the influx of foreign grain. The production of this article 
is, like that of every other, much more costly in England than in the 
neighLouriiig stales, owing to a variety of causes, which it is im- 
material here to explain ; amongst others, chiefly to the exorbitance 
of her taxation. Foreign grain could be sold in England at two- 
thirds of its cost price lo the English grower. It, therefore, became 
a most important question, whetiner it were belter to permit the free 
importation, and thus, by eS])osing the home producer to a ruinoui 
competition with the foreign grower, lo render him incapable of 
paying his rent and taxes, to divert him from the cultivation of 
wheat altogether, and place England in a stale of dependence for 
subsistence upon foreign, perhaps hostile nations ; or, by excluding 
foreign grain from her market, to give a monopoly lo the home pro- 
ducer, at the expense of the consumer, thereby augmenting the diffi- 
culty of subsistence to the labouring classes, and, by the advanced 
price of the necessaries of hfc, indirectly raising that of all the 
manufactured produce ofllic country, and proportionately disabling 
it to sustain the competition of other nations. 

This great question has given rise to the most animated contest 
both of the tongue and llie ]M:n; and the obstinate contention of two 
jiarties, each of which had much of justice on its side, leaves the by- 

* The same auCliur informa ub, that, fn St. Domingo, a euperlicial square of 
3403 I'.ises, ib reckoned al an average capable of producing 10.000 lbs. weight 
of au^rur; ami tlmt the totnl consumption of liiat commodity in France, Uikioji 
it at tlie bir average of 20,0UO,(K)0 kiU. might t>c raised upon a superliciaJ are* 
of seven square leagues. 
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standers to infer, that neither has chosen to notice the grand cause 
of mifldiief; that is to say, the necessity of supporting the arrogant 
Dretensions of England to universal influence and dominion, by sacri- 
fices out of all proportion to her territorial extent. At all events, 
the great acuteness and intelligence, displayed by the combatants on 
cither side, have thrown new light upon the interference of authority 
in the business of the supply of grain, and have tended to strengtliea 
the conclusion in favour of commercial liberty. 

The substance of the argument of the prohibitionists may be re- 
duced to this; that it is expedient to encourage domestic agriculture, 
even at the expense of the consumer, to avoid the risk of starvation 
by external means ; which is seriously to be apprelionded on two 
occasions in particular; first, when the power or influence of a bel- 
ligerent is able to intercept or check the import, which might become 
necessary ; secondly, when the corn-growing countries themselves 
texperience a scarcity, and are obliged to retain the whole of their 
crops for their own subsistence.* 

It was replied by the partisans of free-trade, that if England were 
to become a regular and constant importer of grain, not one, but 
many foreign countries would grow into a habit of supplying her : 
the raising of corn for her market in Poland, Spain, Barbary, and 
Horth America, would be more extensively practised, and the sale of 
their produce would become equally indispensable to them, as the 
purchase would be to England : that even Bonaparte, the most bitter 
enemy England had ever encountered, had taken her money for the 
license to exjwrt corn: that crops never fail at the same time all over 
the world; and that an extensive commerce of grain would lead to 
the formation of large stores and depots, which will ofler the best 
possible security against the recurrence of scarcity; and that, accord- 
iDffly, as they asserted, there are no countries less subject to that 
calamity, or even to violent fluctuations of price, than those that 
grow no com at all; for which they cited the example of Holland 
and other nations similarly circumstanced.f 

However, it cannot be disputed that, even in countries best able 
to reckon on commercial supply, there are many serious inconve- 
niences to be apprehended from the ruin of internal tillage. Sub- 
sistence is the primary want of a nation, and it is neither prudent 
nor safe to become dependent upon distant supply. Admitting that 
hws, which, for the protection of the agricultural prohibit the im- 
port of grain to the prejudice of the manufacturing interest, are both 
unjust and impolitir, it should be recollected that, on the other hand, 
excessive taxation, loans overgrown establishments, civil, military, 
or diplomatic, are ef|ually impolitic and unjust, and fall more heavify 
upon agriculture than upon manufacture. Perhaps one abuse may 
make another necessary, to restore the equilibrium of production, 

• MahhaiL — Inquirtf into thr Nature and Progreatt of Rent. Grounds of an 
OfmioMf &c Oft Foreign Com, 

t Riarda — £cs«y on Ike Influence of the Low Price ofCom^ dtc. 
17 ♦ 
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olher\nse induistry would abandon one branch, and lake esolasiveljr 
to another, to the evident peril of the existence of society. (1) 

(I) The question of a frPH Imilc in ram is itseff of audi mognituiie and im- 
partBiK-e, that it wciuhl not be practicable to discwa it within the cocnpaas of R 
niite. As our author, bowevef, has in this pnrajjiaph intimated at least doubts of 
tlie superior advaiitagps of entire freedom in tlic trade in gr^ia, and even apeaka 
of tiLe "many isefious inconvcniencea lo be apprehended fromtUe nunof inlemal 
tillugp," and deems it "neither prnilcnt nor sale to become dependent upon dis- 
lanl supply," it would not be proper to withhold from the reader some DOtice of 
the labours of the more recent political economists arid practica) inquirers, who 
have poured a flood of h^ht over this whole inqairy, and sBtis&ctori]; demon- 
Blrnted the entiie inexpediency, aa well as injusiici;, of realrictions aod prohi- 
bitions oil the importation cri' forel^ com. 

The first work to which we refer, is tlio "Esaay on the Externa! Com Trade, 
by R. Torrens, Esii. M. P. P. R. S., fourth edition, London, 1827." It is entitled 
to distinguiahw) notice, as a pTofoMnd and masterly investigation of the principle* 
relatir^ to the trade in c^rain, and explains the manner in which restTietive and 
prohibitive laws dd this subject have contributed to create revulsions and embar- 
rasEmenls, fmn which En(;1and has c.i:perienced so much suScring in her coto- 
merce and manulacturea. The doctrines unfolded by Colonel Trarens, is relatitm 
lo the foreign trnde in corn, have been sanctioned and confirmed by the authority 
of all the principal writer? on political economy, who have of late direeted their 
attention lo the same importaut topic lie condemns these lawa as unwise, nDJtut, 
anii wholly inexpedient. 

Nejct in order we name Mr. James Mill, tlie author of the "Elements of 
PoKtical Economy," and the "■History of British India." In a pamphlet, which 
he published in iJondon, in I^:), entitled an "EsFiay on the Impolicy of a Bounty 
en llio Exportation of Grain, and on tiie Principles which ought to regalate tb« 
Commerce of Grain," he has given a most able examination of these questions. 
I Ic notices most of the arj^uments ur<;ed in Itivdut of restrictions and prDhitulioiH 
in the corn trade, and Bucccssfully combats them. He, moreover, presents many 
npw and laminotis views, and discusses the whole subject with a faimeaa and 
candour that cannot fail lo produce conviction in any unprejiidiceil mind. 

Among the numerous works, to which this important subject has ^vcn birth in 
England, none bos awakened more attention, or hod a more extensive circalatkni 
Ihnn the " Catediism on the Corn Law.a, by T. Perronet Thompsoo, of Queen's 
CoIIpco, Cambridge." It was first piiblislied in Z827, and we believe has now 
passed through ten editbns. The author has given a candid and complete exhi- 
bition of the fallacies that, from time to time, have been alvanced by any vrriter 
or joumalisl of celebrity in support uf the English cirn laws, and Has annexed 
lo tliem respectively the most triumphant and conclusive answer<. No point at 
issue in the controven>y had been left untouched, and every objection to the de^ 
dom of trade in grain, we think, removed. 

We must not omit to mention the "Address to the Land'jwnerB of England 
on the Com Laws, by Viscount Milten, (now E^rl FitzwiDiam,) putdished in 
Ijondon in 1833." Thia ia an appeal by Lord Fitzwilliam to his fellow propne- 
tori, tor he is said to be one of Itie largest landowners in England, against the 
eourio Ihey are pursuing on this great r|ueation, and Ijeseeching them, by every 
consideration oftlieir country's peace and welfare, to consent tp the abolition of 
what he so satiafaclortly proves to be a vicious system. Passing over the antf- 
commercial characlpr of the corn laws and their effects upon the e^ipenMS of 
^ipmmcnt, he confines hhnself lo e.Tposiug the pernicious consequences which 
a high price of corn produces upon the population at large, and upon the opera- 
tions ot industrious capitalists, abridging tfie comforts uf the former, frustintinf 
the exertions of the latter, and not even promoting the welfare of the agiiciillar- 
ibts lh''m'"elves. The impartial review this author has taken of the eoolroverey, 
the carehil manner in whicli he has sided the u{;umeats on either aid*, uid tka 
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CHAPTER XVffl. 



VFBOr CrON VATIONAL wealth, resulting from the PRODUCnVB 
BFFORT8 OF FUBUC AUTHORITT. 

TacMB CAn be no production of new value, consequently no in- 
creafe of wealth, where tl&e product of a productive concern does 
not exceed the cost of production.* Thus, whether government or 
individuals be the adventurers in the losing concern, it is equally 
ruinous to the nation, and there is so much less value in the country. 

It is of no avail to pretend, that, although the government be a 
loser, its agents, the industrious people, or the workmen it employs, 
have made a profit If the concern cannot support itself and pay its 
own way, the receipt must fall short of the outlay, and the diflerencc 
(all upon those, w*ho supply the expenditure of tise state ; that is to 
say, the tax-payers.f 

* It BOflt not be ibrgotteB, that the consumption of the Talue of the productive 
agency, eseited in the course of production, is quite as real as that of the raw 
mit^na]. And under this term, productive tLgeocy, I comprise that of capital as 
welt as of human beingrs. 

t This U equally true, when the g^ovomment speculates with its own private 
wpecaliar funds, as with the produce of the national lands; fi>r whatever is thus 
expended nif hi have gone towards alleviating the public burthena 

loKywB biaa of the order to which be belongs in favour of the corn laws, must 
CQaviaee every dispassionate and Itonest inquirer, that the some process which 
changed his opinions must change theirs. Years may elapse in England, from 
the ludue influence of tlie landed aristocracy in legislation, belore tliese rcstric* 
tive laws can be repealed ; but the force of truth is too great to be resisted very 
long, and aaust ultimately prevail. 

The last writer we shall refer to is William Jacobs, Esquire, F. R. 8., the 
author of the ''Tracts relating to the Com Trade and Corn Laws: including the 
Seeoad Report ordered to be printed by the two Houses of Parliament," publish- 
ed in London, in 18*^. Mr. Jacobs has peculiar claims to the reader*s attention 
OD thio flobject He has been for many years devoted to the examination of tho 
com trade, is the Comptroller of Corn Returns, and, from his great knowledge 
«iid experience, was selected by the English Board of Trade to proceed to the 
oootaent, and there carefully examine the actual condition of the agriculture 
mnd trade in corn of the principal grain-growing countries in the North of Europe. 
This work contains the results of his observations and laborious researches, and 
10 OBtirelr a practical view of the past and present state of the trade in corn, 
•apported by a variety of carious and entirely authentic docufnents. In this 
pllice it would be impracticable to give any detailed account of its great merits 
00 a otalifltical view of the mjbj«*ct ; and this is not its only excellence. Frrxn 
the comprehensive and careful survey the author t(X)k of the actual condition of 
•gricotture and trade in corn, in Europe, he became thoroughly satisfKv} of tho 
inezpedieBcy of the corn laws, and declares it to be his deliberate conviction 
that the &ir and honest trade of speculation in com should be by law restortMl, 
■a the only raeaas by «'hich the due price between the prrxiucer and consumer 
can be equitably adjusted ; and he adds, that the d<rstruction of this trade has 
been the chief cause of the deprewion of the agricultural proprietors both ic 
Eoylaiid and on the coniinenl of Europe. 

AmsucjLS EontiR. 
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The manufaclure of Gobelin lapcsirj', carried on by the govern- 
ment of France, consumes a large quamilj of wool, silk, and dyejng- 
diugs; furthermore, it cunsuNics the rent uf ihe ground and build- 
ings, as well as the wages of workmen employed; all which should 
be reimbursed by the product, whicli they are very far from being. 
This establishment, instead of a source of wealth to the oatioD at 
large, for the government is fully aware of the loss to iiself, is, oo 
the contrary, a source of [jerpetual impoverishment. The aonual 
loss to the nation is the whole excess of the annual coiisumplion of 
the concern, including wages, which are one item of consumption, 
above the annual pruduct. The same may be said of the manufac- 
ture of porcelain at Sevres, and I fear of all m an uia during concerns 
carried on upon account of governments. 

We are told, that this is a necessary sacrifice ; that olberwise the 
sovereign would be unprovided with objects of royal bouniy and of 
royal s[i[endour. This Is no place lo infjuire how far Ihe munificence 
of the monarch and the splendour of his palaces contribute to the 
good government of the people. I take fur granted that these things 
are necessary ; yet, admitting them to be so, there is no reason why 
the national sacrifices, retjuisilc lo support this magnificence and 
liltcrality, should be ogi^'ravuted by the losses incurred by a mis- 
direction of the public means, A nation had much better buy out- 
right what it thinks projier to Ijeslow; it wonid probably obtain for 
less money un obiecl full as precious; for individuals can always 
undersell the goverumcnL* ■ ■ ■ ■ ■ 

There is a further evil attending ll»c productive efforts of the 
povcrnmeiit ; they counteract the individual industry, not of those it 
deals wilh, for they take good care to be no losers, but of its com- 
petitors in production. The slate is too formidable a rival in agri- 
culture, tnaQufacture, and commerce; it has too much wealth and 
power at command, and too lilile care of iis own inlerest. It can 
Bubmil to the k>ss of selling below prime cost ; it can consume, pro- 
duce, or inonopohze in very lillh; time so large a quantity of pro- 
ducts, as violently lo derange the relative prices of commodities: and 
every violent fluctualion of price is calamitous. The producer calcu- 
lates upon the proltable value of his pniduct when ready for market; 
nothing discourages him so much, as a fluctuation thai defies all 
calculation. Tlie loss he suffers is tquaily unmerited, as the acc^ 
dental grains that may be thrown into his hands. His unmerited gains, 
if anv there be, arc so much extra charge upon the consumer. 

7'herc arc some cuncwns, I know, which the government must of 
necessity keep in its own hands. The building of ships of war cbd- 

* Thp sp mc^ mar hp fiiPfirTcd of comciwicint enlerprisea undeitsken bj the 
juitilic iiiithiirity. Dunriij (lie scarcity of 1^10-17, the Frendi povemment bought 
up curtj III foltiirn mnrki'lH ; the price of corn rose to an exorbitant rule in the 
hoToi niarliBt, nnil thi" uDvemmi-nl resold at a very hi)jh rale, although Bo«newh»t 
bcluw till! ottmife of ilic nvirkt-L Individunl traders would have found this m 
try profitable venture; but the governmcnl was uul of pocket 21 roiHifiw of 
Jraiict and upwards. — Rapport au Roi du 24 Dec. IBIS. 
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not safelv be left to individuals ; nor, perhaps, the manufacture of 
gonpowder. However, in France, cannon, muskets, caissons, and 
toroDrils are bought of private makers, and seemingly Avith benefit. 
Perhaps the same system might be further extended. A government 
must act by de^mty, by the intermediate agency of a set of people, 
whose iBterest is in direct opposition to its own ; and they will of 
course attend to their own in preference. If it be so circumstanced 
as to be invariably cheated in its bargains, there is no need to mul- 
tiply the opportunities of fraud, by engaging itself in production and 
adventure; that is to say, embarking in concerns, that must infinitely 
multiply the occasions of bargaining with individuals. 

But, although the public can scarcely be itself a successful pro- 
ducer; it can at any rate civc a powerful stimulus to individual pro- 
ductive energy, by well-planned, well-conducted, and well-supported 
public works, particularly roads, canals, and harbours. 

Facility of communication assists production, exactly in the same 
way as tne machinery, that multiplies manufactured products, and 
abridges the labour of production. It is a means of furnishing the 
same product at less expense, which has exactly the same eflect, as 
raising a greater product with the same expense. If we take into 
account the immense quantity of goods conveyed upon the roads of 
a rich and populous empire, from the commonest vegetables brought 
daily to market, up to the rarest imported luxuries poured into its 
harbours from every part of the clolx), and thence diffused, by means 
of land-carriage, over the whole face of the territory, we shall readily 
perceive the inestimable economy of good roads in the charges of 
production. The saving in carriage amounts to the whole value the 
article has derived gratuitouslv from nature, if, witliout good roads, 
it could not be had at all. W'erc it possible to transplant from the 
mountain to the plain the l>oautirul forests that flourish and rot 
Delected upon the inaccessible sides of the Alps and Pyrenees, the 
▼aJue of these forests would be an entirely new creation of value to 
mankind, a clear gain of revenue both to the landholder and the 
consumer also. 

Academies, libraries, public schools, and museums, founded by 
enlightened governments, contribute to the creation of wealth, by 
the further discovery of truth, and the difTusion of what was known 
before; thus empowering the su{)erior a^jjeiits and directors of pro- 
duction, to extend the application of human science to the supply of 
human wants.* So likewise of travels, or voyages of discovery, 
undertaken at the public charge ; the consc(|uences of which have of 
late years been rendered particularly brilliant, by the extraordinary 
merit of those who have devoted themselves to such pursuits. 

It is observable, too, that the sacrifices made fi»r the enlar^^ement 
of human knowledge, or merely for its conservation, should not be 
reprobated, though directed to objects of no immediate or apparent 
utilitv. The sciences have an universal chain of connexion. One 

* Suprd, Chap. 6. 
2A 
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_JSr^ qiiirement of wealth by individual acts of illegal 

blcnce or ira 'J i is no actual production, but a mere appro- 

tattoDof thtt prixlixita of others. I mention this method of acquiring 
.jaltii.ooce (i>T nil, without meaning to recommend it as either Kats 
r hoaooRiblc. Had the Romans followed the contrary system witli 
ifual penevcrancc, had they studied to spread civilization among 
icir ravage neighbours, and to establish a friendly intercourse that 

' H liavfi engendered reciprocal wonts, the Roman power would 
' 'f have existed to this day. 



(/O CHAPTER XDC 

COLONIES AND THEIK nC 



CoLOHiBS are settlements formed in distant countries by an elder 
nation, called the mother-country- When the latter wislics to enlarge 
ha intercourse with a country, already populous and civilized, whose 
tarritory it has, therefore, no hopes ot^ getting into its own possession, 
it commonly contents itself with the establishment of a factory or 
mercantile residence, where ila factors may trade, in conformity with 
the local regulations, as the Europeans have done in China and Japan. 
When colonies shake off their dependence upon the mother country, 
tbev become substantive and independent states. 

It is common for nations to colonize, when their population be- 
comes crowded in its ancient territorial limits; and when particular 
clasKs of society are exposed to the persecution of the rest. These 
appear to have been the only motives for colonization among the 
incieots; the moderns have been actuated by other views. The 
vast improvements in navigation have ojKined new channels lo their 
entenmse, and discovered countries before unknown; they have 
fbuiMi their way to another hemisphere, and to the mosl inhospitable 
cUnwtes, not with the intention of there fixing themselves and their 
poaterity, but to obtain valuable articles of commerce, and return to 
their native countries, enriched with the fruits of a forced, but yet 
very extensive production. 

It is worth while to note this difference of motive, which has made 
ao marked a diilbrence in the consequences of the two systems of 
colonization. I am stmnglv tempted to call one the colonial system 
of the ancients, and the other the colonJnl system of the moderns : 
although there hnvo been many colonics in modem limes established 
on the ancient plan, of which those of North America are the most 
dwiii]giiished.(a) 

(•) The dktinction of the two systenis is more imaginary thin real. Most of 
tte Mllf MtaUuhmeDla of the Europeans in tJio Wcat were made with the view 
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The production of coionies, formed upon the ancient ^slem, ia 
inconsiderable at the commencement; but increases with great 
rapidity. The colonists choose for Iheir country of adoption a spol 
where the soil is fertile, the elimale genini, or the position advan- 
tageous for commercial purposes. The land is generally ouite fresh, 
whether it have been the scene of a dense population long since 
extinguished, or merely .the range of roving tribes, too small in 
number and strength to exhaust the productive qualities of the soil. 

Families tr.inspTanted from a civilized lo an entirely new country, 
carry with Iheni theoretical and practical knowledge, which is one 
of the chief elements of productive industry: they carry likewise 
habits of industry, calculated lo set these elements in activity, as 
well as the habit of subordination, so essential to the preservation of 
social orders they commonly take with them some Utile capital alsOi 
not in money, but in tools and stock of ditTereut kinds : moreover, 
they have no landlord to share the produce of a virgin soil, far 
exceeding in extent what they are able to bring into cultivation for 
voars lo come. To these causes of rapid prosperity, should, perhaps, 
be superadded the chief cause of all, the natural desire of mankind 
to better their condition, and to render as comfortable as possible the 
mode ftf life they have adopted. 

The rapid increase of products in colonies, founded upon this plan, 
would have been still more striking, if the colonists had carried with 
them a larger capital ; but, as we have already observed, it is not the 
families favoured by fortune that emigrate; those who have the 
command of a sufficient capital lo procure a comfortable existence 
in their native country, the scene of their halcyon days of infancy, 
will rarely lie tempted to renounce liahils, friends, and relations, to 
embark in what must always be attended with hazard, and encounter 
the inseparable hardships of a primitive establishment This accounts 
for the scarcity of capital in newly-settled colonies; and is one reason 
why it bears so high a rale of interest there. 

In point of fact, capital is of much more rapid accumulation in 
new colonics than in countries long civilized. It would seem as if 
the colonists, in abandoning their native country, leave behind them 
part of I heir vicious propensities; they certainly carry with them 
little of that fondness for show, that costs so dear in Europe, and 
brings so poor a return. No qualities, but those of utility, are in 
estimation in the country they are going lo; and consumption is 
limiled to objects of rational desire, which is sooner satisfied than 
artificial wants. The towns arc few and small; ihe life of agricul- 
turists, which they must necessarily adopt, is of all others the most 

(if ntisniule migration. Tlie French at St. Domingo, the English nt BarlKdoes, 
the Spniarils ulmo^t univerri.il ly, Gcttlcil witlinuC tlie intention of returning liome. 
The inlroliiction of negro luliuiir was an BJlcr-thoughL Slavery whb an ota- 
Uialinl pntci[ce in all llie ancient world, and coloniee either made prize of the 
Iviiligi^neB, or imported Ekvea from abroad, dh sood as they were rich enough to 
buy them. T. 
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aeon o mical; finallyt their industry is proportionately more produc- 
tive^ and requires a smaller capital to work ui)on. 

The character of the colonial government usually accords with 
diat of individuals; it is active in the execution of its duties, sparing 
of expense, and careful to avoid quarrels ; thus there are few taxcs» 
Bometioses none at all; and, since the government takes little or 
DDthii]^ from the revenues of the subject, his ability to multiply his 
lavingSy and consequently to enlarge his productive canital, is very 
met With very little capital to bSgin u])on, the annual produce of 
Uie colony very soon exceeds its consumption. Hence, the astonish- 
ingly raind progress in its wealth and population ; for human labour 
becomes dear in proportion to the accumulation of capital, and it is 
a well-known maxim, that population always increases according to 
the demand.* 

With these dataf there is no difficulty in explaining the causes of 
the rapid advance of such colonies. Among the ancients we find 
that I^phesus and Miletus in Asia Minor, Tarcntum and Crotona in 
Italy, Syracuse and Agrigentum in Sicily, very soon surpassed the 

Birent cities in wealth and consequence. The English colonies in 
orth America, which bear the closest resemblance of any in our 
times to those of ancient Greece, present a picture of pros})crity less 
striking perhaps, but quite as deserving of notice, and still in the 
attitude of advance. 

It is the invariable practice of colonics founded upon this plan, and 
without any thoughts of returning home, to provide themselves an 
independent government; and even where the mother-country 
reserves the right of legislation, that right will sooner or later be 
dissolved by the oi)cration of natural causes, and matters be brought 
to that footing, on which justice and rei^ard to its real interest should 
have prompted her to put them originally. 

But, to proceed to the colonies formed upon the colonial system 
of the moderns ; the founders of them were for the mf»st j)art ad- 
venturers, whose object was, not to settle in an adopted country, 
but rapidly to amass a fortune, and return to enjoy it in their former 

homes.t 

The early adventurers of this stamp found ample gratification of 
tbeir extravagant rapacity, first in the cluster of the Antilles, in 
Mexico and reru, and subsequently in Brazil and in the Fiastcrn 
IndiesL After exhaustin:^ the resources previously accumulated bv 
the aborigines, they were compelled to direct their industry towarcfs 
discovering the mines of these new countrie*?, and to turn to account 
the no less valuable produce of their agrimlture. Successive swarms 
of new colonists poured in from time to time, animated for the most 

* Vide infrd^ under the head of Populatioru Book If. c. 11. 

t TTwTB hm?e been many exceptions in Nortfi Am'»rina and el** where. The 
eobmiefl of Spain and Portuji^I in the New World were of an ambifl^ioiia charae 
ter. Some of the colonisti contemplated a return : others went to entabliah them- 
■elvei and their posterity ; bnt the whole plan of them has been subverted, met 
the commencement of the atru^^Ie for emancipation. 
18 
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part with some hope of return, with the desire, not of living in 
niTIucjicc upon the land they cultivated, and leaving behind them a 
contented posterity and a spotless name, but of makinc inordinate 
gain to be afterwards enjoyed elsewhere: tJiis motive led them to 
adopt a system of compulsory cultivation, of which negro slavery 
v/as the principal instrument. 

But let me ask, in what manner does slavery operate upon pro- 
duction! Is (he labour of the slave less costly than that of the free 
labourer? This is an important inquiry, originating in the influence 
of the modern system of colonization upon the multiplication of 
wealth. 

Stewart, Turgot, and Smith, all agree in thinking, that the labour 
of the slave is dearer and less productive than that of the freeman. 
Their arguments amount to this: a man, that neither works nor con- 
sumes on his own account, works as little and consufnes as much as 
he can : he has no interest in the exertion of that degree of care and 
intelligence, which alone can insure success : his life is shortened by 
excessive labour, and his master must replace it at great expense : 
besides, the free workman looks after his own support; but that of 
the slave must be attended to by the master ; and, as it is Impossible 
for the master to do it so economically as the free workman, the 
labour of the slave must cost him dearer,* 

This position has been conlroverlcd bv the following calculation : 
The annual cspenseof a negro in the West Indies, upon the planta- 
tions most humanely administered, does not exceed 60 dollars: add 
the interest of his prime cost, say at ten per cent., for il is a life in- 
terest; the average price of a negro is about 400 dollars, so that, 
allowing 40 dollars for the annual interest, the whole expense of a 
negro to his owner is but 100 dollars per annum, (b) a sum, doubtless, 
much inferior to the charge of free labour in that part of the world. 
An ordinary free labourer may earn there from a dollar to a dollar 
and a half per day, or even more. Taking the medium of a dollar 
and a quarter, and reckoning about 300 working days in the year, 
the annual wages will amount to 375 instead of 100 dollars-t 

♦ Stewert (Sir Jaa.) Inquiry into Ike Prin. n/ Pnl. Econ. book iL c. 607. 
Tiir^t. Reflections svr la Formation rt la Dislrihulioa det Richrtnt, \ 23. 
Smith. Wealth of Nation!, book i. c. 8 ; book iii. c. 2. 

+ It should be observed here, that the free labourers, who are so much better 
paid, are commonly engaged in occupationa which, though less luborioita, re- 
quire a (^ealcr decree of intelligence and personal tikill, Tailora and watcb- 
makers are gcneriilly free men. And ihe merp exislence of slavery itself cnliu>- 
ces the price of free field labour by driving all competition out of the market 

(a) In this eakulation do account has been taken of the housing' of llie oegro, 
the tools and implements supplied lo him, or the clothing furnished by Uia 
master; neither does our all Ihor seem to make any allowance for the probable 
increase of aaricultunil produclion, which free negro labour might aflbrd. Fr« 
Rnropean lohour would doubtless be far more expensive, were it practicable. 
The interest of money is also estimated far too low, and the infant and the kged 
must be provided for by tlia master. T. 



ON PRODUCTION. 207 

^CSommon sense will tell us, that the consumption of a slave must 
be less than that of a free workman. The master cares not if his 
■bve enjoy life, provided he do but live ; a pair of trowsers and a 
jadcat are the wnole wardrobe of the negro : his lodging a bare hut, 
and his food the manioc root, to which kind masters now and then 
add a little dried fish. A population of free workmen, taken one 
mth another, has women, children, and invalids to support : the ties 
of coDsanguinityy friendship, love, and gratitude, all contribute to 
multiply consumption; whereas, the slave-owner is often relieved 
hj the eflects of fatigue from the maintenance of the veteran : the 
tender age and sex enjoy little exemption from labour ; and even the 
soft impulse of sexual attraction is subject to the avaricious calcula- 
tions ot the master. 

What is the motive which operates in every man's breast to 
counteract the impulse towards the gratification of his wants and 
appetites ? Doubtless, the providential care of the future. Human 
wants and appetites have a tendency to extend — frugalitv to reduce 
consumption; and it is easy to conceive, that these opposite motives, 
working in the mind of the same individual, help to counteract each 
other. Sut, where there are master and slave, the balance must needs 
incline to the side of frugality ; the wants and appetites operate upon 
the weaker party, and the motive of fnigality upon the stronger. 
It is a weil-Known fact, that the net produce of an estate in St. Do- 
mingo cleared off the whole purchase-money in six years ; whereas 
in Europe the net produce seldom exceeds the one twenty-fifth or 
one thirtieth of the purchase-money, and sometimes falls far short 
even of that. Smith, himself, elsewhere tells us, that the planters of 
the English islands admit that the rum and molasses will defray the 
whole expenses of a sugar plantation, leaving the total produce of 
wgar as net proceeds: which, as he justly observes, is much the 
«anie as if our farmers were to pay llieir rent and expenses with the 
straw only, and to make a clear profit of all the grain. Now I ask, 
how many products are there that exceed the expenses of produc- 
tion in the same degree 1 {n) 

Indeed, this very exorbitance of profit shows, that the industry of 
the master is paid out of all proportion with that of the slave. To 
the consumer it makes no difference. One of the productive classes 
benefits by the depression of the rest ; and that would be all, were it 
not that the vicious system of production, resulting from this de- 
rangement, opposes the introduction of a better plan of industry. 
The slave and the master are lK>th des^radcd Iwin^s, incapable of ap- 
proximating to the perfection of industry, and, by their contagion, 
degrading the industry of the free man, who has no slaves at his 

(«) What reference can this inrqmlity have to the rnhtive position of the 
pfoprietor and the different prorlurtivo afr^^nt^^ one to another? It is a mere 
^oetlioo of difference of interest of c ipital. Cnpitil in the West Indies brinrrg 
A return very different, in its ratio, to ront or the pn)fit of land, from what it 
/islda in Enrope. Land, the source of production, RelU cheap, because of tho 
flatter onbealthincfls of climati*, insocurity of tenure, abundance, dtc. d&c T. 
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command For labour can never bo honourable, or even respectable, 
where it (s cue uted h\ in infuri r caste. The forced and unnatural 
superioritv t f ihe master o\er the slai^e, is exhibilcii in the affecta- 
tion of lordly intiolen e and inactivity : and the faculties of mind 
are debased in an e [iial degree the place of intelligence is usurped 
by violenct, ind brutnlitv 

I have been told by tra\ellera of veracity and observation, that 
they consider all progress in Ihe arts in Brazil and other settlementa 
of America as utterly hojwless, while slavery shall continue to be 
tolerated. Those states of [be North American Union, which have 
proscribed slavery, are making the largest strides towards national 

firosperity. The inhabitants of the slave slates of Georgia and Caro- 
tna raise the best cotton in the world, but cannot work it up. Dur- 
ing the last war with England, they were obliged to send it over 
land to New-York to be spun into yarn. The same cotton is sent 
back at a vast expense to be consumed at the place of its original 
growth in a manufactured stale, (ii) This is a just retribution for the 
toleration of a practice, by which one part of mankind is made to 
labour, and subjected to iKe severest privation, for the benefit of an- 
other. Pohcy is in this point in accordance wiih humanity. (6) 

It remains yet to be explained, what are the consequences of the 
commercial intercourse between the colony and the mother country, 
in regard to production ; aKvavs taking it for granted, that the colony 
continues in a slate of depentfcnce, for the moment it shakes off the 
yoke, it has nothing colonial but its origin, and stands in relation to 
the mother-country, on exactly the same footing as any other natioo 
on the globe. 

The parent stale, with a view to secure to the products of its own 
soil and industry the market of colonial consumption, generally pro- 
hibits the colonists from purchasing European commodities from any 
one else, which enables her own merchants lo sell their goods in the 
colony for somewhat more* than they arc currently worth. This ii 
a benefit conferred on the subjerts of ihe parent state at the expense 
of the colonists, who are likewise its subjects. Considering the 
mother-country and tiie colony to be integral parts of one and the 
same slate, the profit and loss balance each other; and this restric- 
tion is nugatory, except inasmuch as it entails the charge of an 

(o) So it is now from Hindostan, where Inbour is Iree and moat abundanL 
Cotton will flow towarda mnchinery, which haa become too powerful for the 
competition of liumnn labour, even where it is the cheapest. That is, Iherefbre, 
nut thp effect of Che toleration of elavery in those stales. T. 

(A) Therefore our author has come to this correct conclusion, his reaaoning 
i^ neither logical nor aalisracloiy ; indeed, the whole of this import&nt subject 
is dismissed with a precipitation little suited to its importance. There are two 
motives of hjman industry, the hope of enjoymenl, and the fear of mtflerinj;. 
The slave is acluated principally by the loiter, the free agent by the former. 
Neither of these motives should have been thus cureorily adverted lo in the 
analysis of actual production, but have been ftirly set forth in the o(il<et, imnie> 
diately after the detail of the sources of production ; being both of Ihein tbe 
tlimuli which give activity to those sources. After all that our author and 
others hsve done, much yet remains for the organiution of the science. T. 
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eitibliiihimint of castom or excise officers ; and thus increases the 
■■tioaiil expenditure. 

WhRe^ on the one hand, the colonists are obliged to buy of the 
rootliar-OQiintry, they are, on the other, compelled to sell their 
edoiiial produce exclusively to its merchants, who thus obtain an 
extra adTantage without any creation of value, at the expense, like- 
wiae, of the colonists, by the enjoyment of an exclusive privilege, 
and of exemption from competition. Here, too, the profit and loss 
destroy each other nationally, but not individually ; what a merchant 
of Havre or Bordeaux gains in this way is substantial profit ; but it 
is taken from the pockets of one or more subjects of the same state, 
who had equal rignt to have their interest attended to. It is true, 
indeed, that the colonists are indemnified in another wav ; viz. either 
by the miseries of the sla\'e population, as we have alrcacly explained ; 
or by the privations of the inhabitants of the mothcr-couutry» as I 
am about to show. 

So completely is the whole system built upon compulsions, re- 
striction, and monopoly, that these ver}* domestic consumers are 
compelled to buy what colonial articles of consumption they rei]uire 
excluaivelv from the national colonics; everv other colony, and all 
the rest of the world, being denied the liberty of importmg colo- 
nial* produce, or subjected to the payment of a heavy fine, in the 
shape of an import duty. 

It would seem that the home-consumer should at any rate derive 
an obvious benefit, in the price of colonial produce, from his exclu- 
sive right of purchasing of the colonists. Rut even this unjust pre- 
ference is denied him ; for, as soon as the produce arrives hi Kiiro|)e, 
the home-merchant is allowed to re-export and sell it where he 
chooses, and particularly to those nations that have no colonics of 
their own; so that, after all, the planter is deprived of the coin|)eti- 
tion of buyers, although the home-consumer is made to suiler its 
full eflect 

All these losses fall chiefly upon the class of home-consumers, 
a class of all others the most important in point of nuinl)cr, nnd 
deserving of attention on account of the wide difRision of the 
evils of any vicious system aflfectinff it, as well as the functions 
it performs in every part of the social machine, and the tax(\s it 
contributes to the public purse, wherein consists the [Mtwer of 
the government Tney may be divided into two parts ; whereof 
the one is absorbed in the superfluous charges of raising the colonial 
produce, which might be got cheaper elsewhc^re ;-|- this is a dead loss 

* Or eqoinoctial ; the temi is applied to the ordinnry products of equinoctial 
btitodea 

tP^Nvre, a writer of ^eat information and probity, amurefi um, that wfiite 
SDgmr of the best quality is sold in Cochin-China, at iFie rate of alioiit H dolliirai 
per qnintal of the country, which is little more than two rents per pound, and 
thit more tlMO 80 millions of pounds are thence cxportml annual I v to (*hinn at 
tint nte. Adding 900 per cent. for the charts and profits of traflo, which is a 
■est libml allowance, the siii^r of Coch in-China mi^t, under a free irade, be 
sold ia FVance at from 8 to 9 cents a pound. 
18* 2B 
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to the consumer, without gain to any body. The other >art, wMch 
is nlso paid by the consumer, goes to make the for 9 of West- 
Indiaii planters and merchants. The wealth ih rred is the 

firoduce of a real tax upon the people, alih(-..gh, i^-n.^ centred in 
ew hands, it is api to dazzle the eyes, and be mistaken for wealth 
of colonial and commercial acquisition. And it is for the protection 
of this imaginary advantage, tliat almost all the wars of the eigh- 
teenth century have been undertaken, and that tlie European states 
have thought themselves obliged to keep up, at 3 vast expense, civil 
and judicial, as well as marine and military, establishments, at the 
opposite eittremities of the globe.* 

When Poivre was appointed governor of the Isle of France, the 
colony had not been planted more than 50 years; yet he calcu- 
lated it to have then cost France no less than 12 miUions of dollars; 
to be a source of regular and large out-going ; and to bring her no 
return of any kind wlialsoever.f It is true, that the money spent 
on the defence of that settlement had the further object of uphold- 
ing our other possessions in the East Indies ; but, when we find that 
those latter were sfitt more expensive both to the government and 
to the proprietors of the two companies, old and new, it is impossi- 
ble to deny, that all we gained by keeping the Mauritius at this 
enormous expense was, the opportunity of a further waste in Ben- 
gal and on the coast of Coromandel. 

The same observations will apply to such of our possessions in 
other parts of the worid, as were of no importance, but in a military 
point of view. Should it be pretended, that these stations are kept 
up at a great sacrifice, not with the object of gain, but to extend and 
affirm the power of the mother-country, it might yet be asked, why 
maintain them at such a loss, since this power has no other object 
but the preservation of the colonies, which turn out to be themselves 
a losing concern? J 

That England has benefited immensely by the loss of her North 

The Enjilish nlrendy derive from Asia n confiderablc quBnlity both of sugar 
unit indit'o, nt a cheaper rale tliiin tliDse of the West Indies. Arid, doubtjeaa, if 
the Europeans were lo plant independent and induslrioua colonies alon^ Che 
nurtliern coast of Africa, the culture of Bi[uinoctial products there would rapidlj 
gain ground, and supply Europe in greater abundance at a. still cheaper rate. 

* Arthur Yaunp, in 17S9, estimateil the annual choree entailed on France, by 
tlirr possession of St Domingo, at 9 milliuns of dollars. He has gone into 
detail lu prove, thai, if the euma spent on her colonies for 25 years only hid 
twen devoted to the improvement of any one of her own provinces, she wouMhave 
acquired nn annual addition of 24 millions of dollars, net revenue, consisting- of 
Bclual products, witliout loss to any body. Viile his Joiirjiey in Frajtce. 

t (Euvrrsilf PoiBrr, p, 20B. In this PBlimnte he takes no account of the chirjo 
of the milibtry and marine establishment of France herself, of which m put 
shnnld be set down to llie colony. 

1 Viile the works of Benjamin Franklin, vol. ii. p. 50, for the opinion of that 
celebrated niBii, wlio bnil so much eiperience in these mutlers. I find it itated 
in the 'travels of Ijjrd Valenlia that the Cape of Good Hope, in 1902, cost Bng> 
land an excess of froio l,UOO,tKM) to 1,200,000 dolUra per uuuat above its owa 
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AmericaD colonies, is a fact no one has attempted to deny.* Yet she 
spent the incredible sum of 335,000,000 dollars in attempting to retain 
possession; a monstrous error in policy indeed ; for slie mif^lit have 
eojoyad the same benefits, that is to say, iiave emancipated ficr coio- 
niesp without expending a sixpence ; besides saving a profusion of 
mUant blood, and gaining credit for generosity, in the eyes of 
Europe and posterity.f 

The blunders committed by the ministers of George III., during 
the whole course of the first American war, in which, indeed, tliey 
were unhappily abetted, by the corruption of the parliament and the 
pride of the nation, were imitated by Napoleon, in liis attempt to 
reduce the revolted negroes of »St. Domingo. Nothing but its dis- 
tance and maritime position f)revented that scheme from proving 
equally disastrous witn the war of 8{)ain. Yet, comparatively, the 
independence of that fine island might have been made equally |)ro- 
ductivc of commercial Ixjuefit to France, as that of America had been 
to Ensland. It is high time to drop our absurd lamentations for the 
loss of our colonies, considered as a source of national prosyxjrily. 
For, in the first place, France now enjoys a greater degree of f»ros- 

Crity, than while she retained her colonies; witness the increase of 
r population. Before the revolution, her revenues could maintain 
but twenty-five millions of })eople : they now support tliirty-two 
millions and a half, (1831) (1). In the sccoikI place, the first prinin- 

• •* Brulol was one of the chief entrepots of North American cocnmcrcc. Her 
principal nH*rchant£ and inhiibitnnU joined in a most onf*r^ctic reprpsontnlion to 
pariiunent, tliat their city would be infallibly mined \jv the acknowlcdp:mpnt of 
American independence ; adding, that their port woidd \>e eo deserted, as not to )« 
worth the charge of kcepinjr "p. Notwithjstandinfl^ their representation**, |k':ico 
became a matter of neceti^^ity, and the dreudod sopnrHtion was conbentcd to. 
Ten yeara had scarcely clape^i after this event, when the same worthy pprs<«iis 
petitioned the parliament for leave to enlarge and deepen the port, which, 
uwtcad of bein^ desertfxl, as they had apprehended, was incapable of rereivinsf 
Che influx of additional sliippintr, that the commerce of independent America 
had ^'wen birth to.*^ De Levis^ Lettres Ckinoiseg, 

t These remarks are not altotrether applicable to the British dependencies in 
tlie Eaat; because there the nation is rather a conqueror than a colonist, linviii<ir 
the domination over thirty-two millions of inhabitants, and the abnolute disj)()s;il 
of the revenue levied uptm them. Ihit the clear niitional profits derived from tlio 
acquisition is by no means k) considerable, as may l)e /renerally supfiosed ; !()r 
the charjffes of administration and pn>tection must be de<iucted. Cohpihouo, in 
hia TVea/weofi the Wealthy Power, and Rrmvrcrtt nf the British Empire, whioh 
l^vea an cxagrirerate*! picture of them, states the total revenue of the soverpiirn 
eomnany, at l'^nr)l,478/. sterling;; and its expenditure at 1(],{I64,271^ ; leavin<r a 
anraiua of l,n67,2(n/. 

Uk all probability were India in a state of national independence, the conmn'tro 
between her tind 6 real Britain would increase so much, as to produce to the hit- 
teran additiiinni revenue, inrjrer than the amount of tluit surplus, to say ndliin;; 
of the incrcafe of individual profits. 

Jl) The popiilatifin of Franco, notwilhstandintr the interruption to iu(!ii-»ry, 
I the dnins ocrnsioned by tlie lonir w-ars, has increaF«l since the rnii.ni»Miriv 
mentof the R<*vohitinn. Accordincr to cilcuritions made by the Nationnl A^M*m- 
Uj in 1701, France contauiod 2G,;3(>d,074 inhabitants, and in 1^4;31 it contamcd 
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pics of political economy will (each us, that the loss of colonies by no 
means implies a loss of the trade with ihcm. Wherewith did France 
lio;fore buy the colonial products f with her own domestic products to 
be sure. Has she not since continued to buy them in the same 
way, though sometimes of a neutral, or oven an enemy? 

1 admit, that the ignorance and vices of her rulers for the time 
being have made her pay for those products much dearer than she 
need have done ; but now that she buys them al the natural price, 
(exclusive, of course, of the import duties,) and pays for ihem aj 
before with her domestic pmducts, in what way is she a loser? 
Political convulsions have given a new direction to commerce ; the 
import of sugar and coiTeo is no longer confined to Nantes and Bor- 
deaux ; and those cities have sufiered in conseqi;ence. But, as 
Franco now consumes at least as much of those articles as she ever 
did, al), that has not come by the way of Nantes or Bordeaux, must 
needs have found its way in some other channel. France can not 
have bought in any other way, than as of old, with the products of 
her own land, capital, and industry; for, excepting robbery and piracy, 
one nation has no other means of tiuying of another. Indeed, France 
might have benefited largely by the trade which has supplanted her 
own colonial commerce, had not old prejudices and erroneous 
notions constantly opposed the natural current of human afiliirs. 

Perhaps it may be argued, that the colonies furnish commodities 
which are nowhere else to be had. The nation, therefore, that 
should have no share of territories so highly favoured by nature, 
would lie at the mercy of the nation that should first get possession ; 
far the monopoly of purchasing the colonial produce would enable 
her to exact ner own price from her less fortunate neighbour. Now 
it is proved beyond all doubt, that what we erroneously call colonial 
produce, grows everywhere within the tropics, where the soil is 
adapted to its cultivation. The spices of the Moluccas arc found to 
answer at Cayenne, and probably oy this time in many other places ; 
and no monopoly was ever more complete, than the trade of the 
Dutch in that commodity. They had sole possession of the only 
spice islands, and allowed nobody else to approach them. Has Eu- 
rope been in any want of spices, or has she bought them for their 
weight in gold ? Have we any reason lo regret the not having de- 
voted two hundred years of war, fought a score of naval battles, and 
sacrificed some hundreds of millions, and the lives of half a million 
of our fellow-creatures, for the paltry object of gelling our pepper 
and cloves cheaper by some two or three snus a pound? And this 
example, it is worth while to observe, is the most favourable one 
for the colonial system, that could possibly be selected. One can 
hardly imagine the possibility of monopolizing sugar, a staple pro- 
duct of most parts of Asia, Africa, and America, so completely as 
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liie Dutch did the spice trade; yet has this very trade been snatched 
from the avaricious grasp of the monopolist nation, almost witliout 
firing a shot 

Tne ancientSy by their system of colonization, made themselves 
friends all over the known world ; the moderns have sought to make 
flubjects, and therefore have made enemies. Governors, deputed by 
the mother-country, feel not the slightest interest in the diffusion of 
happineas and real wealth amon^t a people, with whom they do not 
propose to spend their lives, to smk into privacy and retirement, or 
to conciliate popularity. They know their consideration in tlie 
mother«country will depend upon the fortune they return with, not 
■pon their behaviour in office. Add to this the large discretionary 
power» that must unavoidably be vested in the deputed rulers of 
distant possessions, and there will be every ingredient towards the 
composition of a truly detestable government. 

It is Co be feared, that men in power, like the rest of mankind, 
are too little disposed to moderation, too slow in their intellectual 
progress, embarrassed as it is at every step by the unceasing 
manoeuvres of innumerable retainers, civil, military, financial, and 
commercial; all impelled, by interested motives, to present things 
in false colours, and involve the simplest questions in obscurity, to 
allow any reasonable hope of accelerating the downfall of a system, 
which ibr the last three or four hundred years must have wonder- 
fiilly abridged the inestimable benefits, that mankind at large, in all 
the five great divisions of the globe,* have, or ought to have derived 
from the rapid progress of discovery, and the prodigious impulse 
given to human industry since the commencement of the sixteenth 
centurv. The silent advances of intelligence, and the irresistible 
tide of' human affairs, will alone eflcct its subversion. 



CHAPTER XX. 

TBSfPORAlT AND PERMANENT EMIGRATION, CONSIDERED IN REFERENCB 

TO NATIONAL WEALTIf. 

Whew a traveller arrives in France, and there spends 2000 dol- 
lars, it must not be supposed that the whole sum is clear profit to 
France. The traveller exfKjnds it in exchange for the values he 
consumes: the effect is just the same, as if he had remained abroad 
and sent to France for what he wanted, instead r)f coming and con- 
suming it here; and is precisely similar to that of international com- 

*The vuC continent of Now Holland, with its Burroumlinf? islands, is now 
mienilly considcrpd by ^oofrraplinrs afl a distinct portion of the ^lobo, under trie 
SsnomimUioii of Australia or Australasia, which has been given to it on account 
of its position exclusively wiUiin tiie soutiicro hemisphere. 
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merce, in wliich the profit made is not the h or pi pal value 
received, but a larger or smaller per i ig,- up-« ^ — princip&l 
according to the circumstances. 

The matter ha.s nut hitherto been viewed in thb licht. In the 
firm conviction of this maxim, that metal money was the only item 
of real wealth, people imagined, that, if a foreigner came amongst 
them with 2000 dollars in nis pocket, it was so much clear profit to 
the nation; as if the tailor that clothes him, the jeweller inat fur- 
Ristica him with trinkets, the victualler that feeds him, gave him no 
values in exchange for his specie, but made a profit equal to the total 
of their respective charges. AH that the nation gains is the profit 
upon its dealings with him, and upon what he purchases: ana this 
is by no means contemptible, for every estension of commerce is a. 
pi oportionale advantage ;• but it is well to know its real amount^ 
that we may not be betrayed into the folly of purchasing it too 
dearly. An eminent writer upon commercial topics, tells us, that 
theatrical e^ihibitions cannot be too grand, too splendid, or too 
numerous; for that they are a kind of traffic wherein France re- 
reivcs all and pays nothing; a proposition which is the very reverse 
of truth ; for France pays, that is to say, loses, the whole expense of 
the exhibition, which is productive of nothing but barren amuse- 
ment, and leaves no value whatever to replace what has been con- 
sumed on it Fetes of this description may be very pleasant things 
asaffordingamusement, but must make a ridiculous figure as a specu- 
lation of profit and loss. What would people think of a tradesman, 
that was to give a ball in his shop, hire performers, and hand re- 
freshments about, with a view to benefit in his business? Besides, 
it may be reasonably doubted, whether a ftte or exhibition of the 
most splendid kind, does in reality occasion any considerable influx 
of foreigners. Such an influx would be much mSre powerfully 
attrafited by commerce, or by rich fragments of antiquity, or by 
master-pieces of art nowhere else to be seen, or by superiority of 
climate, or by the properties of medicinal waters, or, most of all, by 
the desire of visiting the scenes of memorable events, and of lesm- 
ing a language of extensive acceptation, I am strongly inclined to 
believe, that the enjoyment of a few empty pleasures of vanity has 
never attracted much company from any great distance. People 
mav go a few leagues to a ball or entertainment, but will seldom 
make a journey for the purpose. It is extremely improbable, that 
the vast numl>er of Germans, English, and Italians, who visit the 
Citprlal of France in time of peace, are actuated solely by the desire 

* A stranffo cniintry has pornc aJvanlaj^g oner the Iraveller, nnd its dc&l- 
irfp" witli liiin may be conitidcred na lucrative; for his if;ni)rance of the tmv- 
)rua}r^ and oT prices, and ohen a spice of vanity, make him p&y for most of 
liie obJHcIa of his consumption above the current rate. Besides, the public 
sights and exhibitions, wlilch he there pays for Beein|[, are expenses otreadir 
incurnid by the nnlion, which he nowise Bgfftavates by his presence. But 
these advantages, thoiijj'h real and positive, are very limited in ouiouDt, util 
uiust nuc be over-rated. 
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of neiiig the French opera at Paris. 7%at city has fortunately 
many worthier objects of general curiosity. In Spain, the bult- 
6ghts are considered very curious and attractive ; yet I cannot think 
many Freschmen have gone all the way to Madrid to witness that 
diveraioii. Foreigners* that have already come into the country on 
other accouDtSt are, indeed, frequent spectators of such exhibitions ; 
but it was not solely with this object that they first set out upon their 
journey, (a) 

The vaunted fStes of Louis XIV. had a still more mischievous 
tendency. The sums spent upon them were not supplied by foreign 
ers, but by French provincial visiters, who often s]x;nt in a week, as 
much as would have maintained their families at home for a year. 
So that France was two ways a loser ; first, of the sums expended 
by the monarch, which had been levied on the subjects at large ; 
fltecondlyt of all that was spent by individuals. Tlie sum total of 
the consumption was thrown away, that a few tradesmen of the 
metropolis might make their profits upon it; which they would 
equally have done, liad their industry and capital taken a more 
beneficial direction. 

A stranger, that comes into a country to settle there, and brings 
his fortune along with him, is a substantial acquisition to the nation. 
There is in this case an accession of two sources of wealth, industry 
and capital : an accession of full as much value, as the acquirement 

(«) This his become a matter of some interest to England, whose unpro- 
ductive capitalists and proprietors have absolutely overwheimed the society of 
fVanee and a fijeat part of Italy, where they consume an immense revenue, 
deirived from Britain by the export of her manufactures without any return. 
Thss their native country is, pro tanto, a producer without beingf a consumer — 
the scene of exertion but not of enjoyment. This circumstance, althouo^h 
nowise prejndicial to her productive powers, is extremely so to the comfort and 
enjof ment and content of her population ; for there are few enjoyments so per- 
sona! and selfish, as not to be diffused in some dep^ree or other at the moment 
and place of consumption. Besides, the presence of the proprietor is always a 
benefit, especially in Great Britain, where so many public duties are {rratuitously 
peHbrmed. Ireland suffers in a worse dej^^rce; her gentry are attracted by 
England as well as the continent; and the consequences have lonsr been matter 
of regfret and complaint Thout^h it miqflit be impolitic to check the eOlux by 
mnthoritative measures, it should at 1ea>it not be directly encourai^l and stimu- 
lated, aa it really is, by the financial system, which the Eni^lish ministry m> 
obitinately persevere in. Almost the whole of the taxation is thrown immedi- 
ately upon consumption; whilst the permanent sourcf^s of production and the 
clear rent they yield to the idle proprietor are lefl untouched. The proprietor has, 
therefore, an obvious interest in effecting' his consumption where it is least biir- 
thened with taxation; that is to say, anywhere but in Enfj^land. His property 
IB iiratected f^tuitously, and the charge of its protection defrayed by the pn>- 
ductive elaasca, who thus are compelled to piy for the security of other peopl«>*d 
fyroperty aa well aa their own, and are themj^lves unable to imitate their unpro- 
ductive countrymon, by runninrr away from dome^ic taxation. A more unjust 
and dircouraifinif system could not have bi^en devised. Its evils are daily 
increaainjF, and threaten the mo^t serious diminution of the national resources 
Bat the miniJitere neither see the mischief themselves, nor will listen to :hfi 
wamini^ of othera. Many of them, inilee<l, have an intere^ in perpetuating an 
ezemptioOt by which they benefit persoaallj. T. ', . 
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of a proportionate extension of territory; to say nothing of what is 
gained in a moral estimate, if the emigrant bring wilii nim privala 
virtue and attachment to the place of his adoption. " When Fre- 
derick William came into llie regency," says the royal historian of 
the house of Brand enburgh, "there was in the country no msnufao 
ture of hats, of stockings, of serge, or woollen stuff of any kind. 
All tirese commodities were derived from French industry. The 
French emigrants introduced amongst us the making of broadcloths, 
baizes and lighter woollens, of caps, of stockings wove in the frame, 
of huts, of beaver and felt, as wet! as dyeing in all its branches. Some 
refugees of that nation estaUished themselves in trade, and retailed 
the products of tlieir industrious countrymen. Berlin soon could 
boast of its goldsmiths, jewellers, watch-makers, and carvers ; those 
of the emigrants, that settled in the low country, introduced the 
cultivation of tobacco, and of garden fruits and vegetables, and by 
their exertions converted the sandy tract in tiie environs into capital 
kitchen-garden grounds," 

This emigration of industry, capital, and local attachment, is no 
less a dead and total loss to the country thus abandoned, than it is a 
clear gain lo Uic country affonling an asylum. It was justly ob- 
served by Christina, queen of Sweden, upon the revocation of the 
edict of Nantes, that Louis XIV. l«id used his right band to cut off 
his left. .... 

Nor can tlie catamity he prevented by any measures of legal 
coercion. A fellow-citizen cannot be forcibly retained, unless he 
be absolutely incarcerated; still less can he be prevented from ex- 
jKiriing his movable property, if he be so inclined. For, putting 
out of the question the channel of contraband, which can never be 
closed altogether, he may convert his effects into goods, whose ex- 
port is tolerated or even encouraged, and consign, or cause them to 
be consigiKsd, to some correspondent abroad. This export is a real 
outgoing of value; but how is it possible for government to ascer- 
tain, that it is intended to be followed by no return?* 

The best mode of retaininp; and attracting mankind is, to treat 
them with justice and benevolence; lo protect every one in the en- 
joyment of the rights he i-egarda with the highest reverence; to 
atiow the free disposition of person and properly, the hberty of con- 
tinuing or changing his residence, of speaking, reading, and writing 
in perfect security. 

iravinf" thus ini-estigaled iho means of production, and pointed 
out the circumstances, that render their agency more or less prolific, 

• In 1790, whpn the new authoriliBS of France irdemnified the hotdrrs of 
EupprnBHei) o(Tii:i>9 in paper-money, thene diitonnted runctionnricfl tor the mnet 
part converted Iheir anignalt Into BpeeJu, or other commoditlei of eqml value, 
which they took or sent out of (he country. Tho con3e<]iient nstinm) Ion to 
PranPF! WTLi nearly na cfrcnt, ae if they had received their indemnities in caih; 
fur i^a pnpcr rcpre^entullvc liod not then siiliered any maXeriBl depreciation. 
Even when the individual remains himself in the country, he can not bfi pr^ 
venu^ from tranaferrmg bis fortune Utenoe, if he he datemuited en la ddnfr. 
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it would be endless* as well as loreijTti :o mv sub:<7c:, to attemri a 

general renew of all the varloiis p^^>llL:^::5 thai compose ihe wealih 

of mankiod: such a task would tLmish materials for maiiy disiiiit'i 

treatises. But there is one a:i-.on^<i :he$e products, the U50$ ar.il 

nature of which are ver\' i:riLx;r:eciiv known. ai:hou;:;h the know* 

ledge of them would throw n'iuch IljI:; upon the :na:;er nv^w Luxior 

diKtission: for which reason I have deienuiDed. before the conclu- 

sioo of this part of my work, lo give a sej^araie consideration to ihu 

product mtmey. which acts s<> promlr.en: a part in the business i^:' 

production, in the character of the principal agent of exchange ai;d 

Qanifer. ^- 

— / : 

" V. 

It 

CHAPTER XXI. 

OP THE NATT'RE .WD ISBS OP MONET. 

Sectiox L 
Creneral Remarkt, 

In a society ever so little advanced in civilization, no single in- 
dividual produces all that is necessary to satisfy his own wants ; and 
it is rarely that an individual, bv his simple exertion, creates even 
any single product; but even if he does, his wants are not htnited to 
that single article; they arc numerous and various, and he must. 
therefore, procure all other objects of his persi>nal consumption, by 
exchanging the overplus of the single proiluct he himself creates Ik^- 
yond his own wants, for such other products as he stands in netni (>t'. 
Aodt by the way, it is observable, that, since individual produi*ers, 
in every line, keep for their own use but a very snmll part of their 
own products; the gardener, of the vegetables lie raises, the b;ikec 
of the bread he bakes, the shoemaker, of the sIuh's lie nuikes, and so 
of all others; the great bulk, nay, almost the wiittle of the prtniucts 
of every community, arrive at consumption by the medium of ex- 
change. 

This is the reason, whv it has l)ecn erroneouslv conchKled, that 
exchange and transfer are the basis and origin of the production of 
Wealth, and of commerce in particular; whereas tlu^y are onlv 
secondary and accessory cinrumstances; inasmuch as, were earli 
family to raise the whole of the objects of its own consumption, as 
Mre SCO practised in sonie instances in the back settlements nf the 
United States, society mi^ht cotitiiinc to exist, without a siiii^lt* :i(*t 
of exchange or transfer. I make this remark, merely with a view 
to correctness of first principles, without any design to detract from 
10 2C 
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the importance of exchange and transfer to the progressive advance- 
ment of production; indeed, I set out vith the position, that they 
are indispensable in an advanced stage of civilization. 

Admitting, then, the necessity of interchange, let us pause a mo- 
ment, and consider, what infinite confusion and difficulty musi arise 
to all the different component members of society, who are for the 
most part producers of but a single article, or two or three at the 
utmost, but of whom even the poorest is a consumer of a vast nutn- 
ber of different products; I say, what difficulty must ensue, were 
every one obliged to exchange his own products specifically for 
those he may want; and were the whole of this process carried on 
by a barter in kind. The hungry cutler must offer the baiter his 
knives for bread ; perhaps, the baker has knives enough, but wants 
a coat; he is willing to purchaseoneof the tailor with his bread, but 
the tailor wants not bread, but butcher's meat ; and so on to infinity. 

By way of getting over this difficulty, the cutler, finding he can- 
not persuade the baker to lake an article he does not want, will use 
his best endeavours to have a commodity to offer, which the baker 
will be able readily to exchange again for whatever he may happen 
to need. If there exist in the society any specific comm«>dity that 
is in general request, not merely on account of its inherent utility. 
but liKewise on account of the readiness with which it is received in 
exchange for the necessary articles of consumption, and the facility 
of proportionate subdivision, that commodity is precisely what the 
cutler will try to barter his knives for; because he has learnt from 
experience, that its possession will procure him without any diffi- 
culty, by a second act of exchange, bread or any other article he may 
wish for. 

Now, money is precisely that commodity. 

The two qualities, that give a general preference of value, in the 
shape of the current money of the country, to the same amount ot 
value in any other shape, are: — 

1. The aptitude, in the characier of an intermedial object of ex- 
change, to help all who have any exchange or any purchase to make, 
that is to say, everv member of the communilv, towards the specific 
object of desire. 'The general confidence, that money is a com- 
modity acceptable to every body, inspires the assurance of being 
ahle, by one acc of exchange only, to procure the immediate object 
of desire, whatever it may be ; whereas, the possessor of any ouiei 
commr.dity can never be sure that it will be acceptable to tne pos- 
sessor of that pariicular object of desire. 

2. The capability of subdivision and precise apportionment to ihfl 
amonnl of the intended purchase; which capability is a recom- 
mendalion lo ail who have purchases to make; in ot*— words, lo 
every member of the community. Every one is, tl eioro, anxious 
to barter for money ihe product whereof he holds a ■ »erftuiiv, and 
which is commonly that he himself produces; beca in addition 
to the other quality above stated, he feels sure of being ible to buy 
wiln its value in that shape as small or as large a poruon of cor- 
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responding value, as ho may require ; and because he may buy, 
ivnenever, and wherever he pleases, such objects as he may desire 
to have in lieu of the product he has sold originally. 

In a very advancea stage of civilization, when individual wants 
have become various and numerous, and productive operations very 
much subdivided, exchanges become a matter of more urgent neces- 
flity, as well as much more frequent and more complicated ; nnd 
personal consumption and barter in kind becomes less practicable. 
For instance, if a man makes not the whole knife, but the handle of 
it only, as in fact is the case in towns where cutlery is conducted on 
a large scale, he does not produce any thin^ that he can turn to ac- 
count; for what could he do with the handle without the blade ? He 
can not-4iimself consume the smallest part of his own product, but 
must unavoidably exchange the whole of it for the necessaries or 
conveniences of life, for bread, moat, linen, &c. But neither baker, 
butcher, nor weaver, can ever stand in need of an article, that is fit 
for nobody but the finishing cutler, who can not himself give either 
bread or meat in exchange; because he produces neither; and who 
must, therefore, give some one commodity, that, by the custom of 
the country, may be expected to pass currently in exchange for most 
others. 

Thus, money is the more requisite, the more civilized a nation is, 
and the further it has carried the division of labour, (a) Yet history 
contains precedents of considerable states, in which the use of anv 
specific article, as money, was utterly unknown ; as we are told it 
was among the Mexicans at the time of the discovery. We are in- 
formed, that, just about the period of their conquest by the Spanish 
adventurers, they were beginning to employ grains of cacao as 
money, in the smaller transactions of commerce.* 

I have referred to custom, and not to the authority of govern- 
ment, the choice of the particular article that is to act as money in 
preference to every other: for though a government may coin what 
It pleases to call crowns, it docs not ohlii^c the subject to give his 
goods in exchange for these crowns, at least not where property is 
at all respected. Nor is it the mere impression, that makes people 
consent to take this coin in exchange for other products. Money 
passes current like any other commodity ; and people may at liberty 
iNirter one article for another in kind, or for gold in bars, or silver 
bullion. The sole reason why a man elects. to receive the coin in 
preference to every other article, is, because Iu3 has learnt from ex- 

* Raynal, Hist. phil. et ptd. lib. vi. 

(a) The utility of money is intense, in the compound mtio of the division of 
kbour and the variety of individual consumption. A suirir colony in the West 
Indiee, though hiifhly productive in proportion to '\U )K)pul.'ition, requires little 
money to fkcilitate the transfer of the produce; lK?cauftc the bulk of the populntiun, 
the n c g roe i , have very little variety of consumption : they are fed, cIotluHl, &.c. 
in the wholesale, and in the plainest and most uniform manner. Yet, poiwibly, 
the division both of asrricultural and manufacturings labour on each plantation 
Buy be carried to considerable len^. T. 
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perience, tliat it is preferred by those whose products he has occa- 
sion to purchase. Crown pieces derive iheir circulauuii as money 
from no other aulhorily than this spontaneous preference : and if 
there were the least ground for supposing, that any other commodity, 
as wheat, for instance, would pass more currently in exchange for 
what they calculate upon wanting themselves, people would not give 
their goods for crown pieces, but would demand wheal, which would 
then be invested with all the properties of money. And this has 
occurred occasionally in practice, where the authorized or govern- 
ment money has consisted of paper destitute of credit or public 
coolidence. 

Custom, therefore, and not the mandate of authority, designates 
the specific product that shall pass exclusively as money, whether 
crown pieces or any other commodity whatever.* 

The more frequent recurrence of the exchange of every individual 
product for tlie commodity, money, than for any other product, has 
attached particular names to this transaction ; thus, to receive money 
in exchange is called, sellivg, and to give it, buying. 

In this way originated the use of money. These positions are by 
no means purely speculative; for on them must all arguments, and 
laws, and regulations, on the subject of money, be grounded. A 
system built upon any other foundation can possess neither beauty 
nor solidity, and must fail to fulfil the object of its construction. 

With the view of throwing the utmost possible light upon the 
essential properties of money, and the principal contingencies it is 
subject to, I shall treat of these particulars in separate sections, and 
endeavour to enable such as may give me their attention, to follow 
with ease the chain of connexion, notwithstanding that classification ; 
and themselves to arrange in one comprehensive view the whole 

Elay of the mechanism, and the causes of that derangement, which 
Oman folly or misfortune may occasionally effect. 

Section IT. 

Of the Malerial of Money. 

If, as it would appear by the reasoning in the preceding section, 
money be employed as a mere intermedial object of exchange be- 

* Wbcn the intercourse between the Europeans and llic negroes of the river 
Gambia first commenced, ihe commodity most in request with them was iron, 
for the purposes of war and of tillage. Iron, therelbre, became the slandird of 
comparison of value. In a tittle time, it became a mere nnmiaal standard in 
their mercantile dealings ; and a bar of tobacco consisting of SO or 30 leaves of 
that herb, was given for a bar of rura consisting of four or ''■■e "^ts, BcconJins' 
to the abundanoe or scnrcit; of the article. In auch a smie ui society, eacb 
product aucccBsirely performH tho functions of money in re nee to all other 
producU; which leaves iho community subject to all t ences of bar- 

ter in kind, the cliief of which is, llie inability to olTer uj) ujie bhh le in generaJ 
reijupst and acceptation, and capable of ready apportionment in i ount to othet 
cammodities at latge. Vide Travels of Mungo Park, voL L c. 2. 
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tween an object in possession and the object of desire, the choice of 
its material u of no great importanca Money is not desired as an 
object of food, of household use, or of personal covering, but for the 
poipose of re-8ale» as it were, and re-exchange for some object of 
aiihtyy after having been originally received in exchange for one 
mch already. Money is, therefore, not an object of consumption ; 
it passes ttux>ughjhe hands without sensible diminution or injury; 
and may perform its office equally well, whether its material be gold 
or silver, leather or paper. 

Yet, to enable it to execute its functions, it must of necessity be 
possessed of inherent and positive value; for no man will be content 
to zesiffn an object possessed of value, in exchange for another of 
less yaTue» or of none at alL 

There are some other less essential requisites, which add to its 
efficiency. A material, wherein these are not combined, is unfit for 
the purpose, and cannot hope to engross its functions either generally 
or^rmanentlv. 

we are told by Homer, that the armour of Diomede had cost 
ttne oxen. A warrior, that wished to arm himself at half the price, 
mnst have been puzzled to pay four oxen and a half. Wherefore, 
the article employed as money must be capable of being readily 
and 'without injury apportioned to the different objects of desire, 
and subdivided in sucn manner, as to admit of exchanges of the 
eiact amount required. 

Again, we read, that in Abyssinia, they make use of salt for 
money. If the same custom prevailed in France, a man must take 
a mountain of salt to market to pay for his weekly pro\isions. 
Wherefore, the commodity employed as money must not be so 
abundant, as to make it necessary to transfer a large quantity, on 
each recurring act of exchange. 

At Newfoundland, it is said, that dried cod performs the office of 
money, and Smith makes mention of a village in Scotland, where 
nails are made use of for that purpose.* Besides many other incon- 
veniences, that substances of this nature are subject to, there is this 
grand objection, that the quantity may be enlarged almost at plea- 
sure, and in a verj' short space of time, and thereby a vast fluctuation 
efiectCMl in their relative value. But who would readily accept in 
exchange an article, that might, perhaps, in a few moments, lose the 
half or three-fourths of its value ? Wherefore, the commodity em- 
ployed as money must be of such difficult acquisition, as to ensure 
tbcfle who take it, from the danger of sudden dci^reciation. 

In the Maklive islands, and in some parts ot India and Africa, 
ibells, called cowries, are employed as money, although they have 
no intrinsic value, except that they serve for ornament to some rude 
tribesL This kind of money would never do for nations that carry 
on trade with many parts of the globe ; a medium of exchange of 
inch very limited circulation would offer insuperable objections. It 

* Wealth of Aaa'ont, book L c. 4. 
19* 
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ia natural for people to receive most willingly in exc ge thataiti- 
cJe, which is Ine most universally received in like mai ler by otfacr 
people in their turn. 

We need not, then, be surprised, that almost all the commercial 
nations of ihe world should have selected metal to perform the office 
of money; when once the more industrious and commercial com- 
munities had declared their choice, all tlie rest had an evident in. 
duccment to follow their example. 

At times, when the metals now most abundantly produced were 
vet rare, people were content to make use of them for the purpose. 
*rhe legal currency of Lacedasmon was of iron; that of the early 
Romans, of copper. In proportion as those metals were extracteo 
from the earth in greater quantity, they became liable to the objec- 
tion above staled in respect to all products of too little comparative* 
value; and it is long since the precious metals, that is to say, gold 
and silver, have been almost universally adopted. To this usetney 
arc particularly applicable: 

1. As being divisible into extremely minute portions, and capable 
of re-union, without any sensible loss of weight or value; so thai 
the quantity may be easily apportioned to the value of the article of 
purchase. 

2. The precious metals have a sameness of quality all over the 
world. One grain of pure gold is exactly similar to another, whe- 
ther it came from the mines of Europe or America, or from the 
sands of Africa. Time, weather, and damp, have no power to alter 
the quahly: the relative weight of any specific portion, therefore, 
determines at once its relative quality and value to every olber 
portion ; two grains of gold are worth exactly twice as much as ooe. 

3. Gold and silver, especially with the mixture of alloy, that they 
admit of, are hard enough to resist very considerable friction, auo 
are therefore fitted for rapid circulation, though, indeed, in this re- 
spect, they are inferior to many kinds of precious stones. 

4. Their rarity and consequent dearness are not so great that the 
quantity of gold or of silver, equivalent to the generality of goodt, 
is too minute for ordinary perception ; nor, on the other hand, are 
they so abundant and cheap, as to make a large value amount to a 
great weight. It is possible, that in progress of time, they may be- 
come liable to objection on this score; especially if new and rich 
veins of ore should be discovered: and then mankind must hare 
recourse to platina, or some other yet unknown metal, for the pur- 
pose of currency. 

Lastly, gold and silver are capable of receiving a stamp or impres- 
sion, certifying the weight of the piece, and the degree of its purity. 

*Thc mnnej of Laci^ila^man is a proof of the poaition, Ihtt public authority 
is incompetent of ilnelf to give currency to its money. The laws of Lycur^ni 
directed tlic monny to l>e tnndc of iron, purposely lo prevent ila beinff eaail/ 
hoarded, or Iransferrcd in larg-e quHntities; bat tliey were inowTatlve, ttecauM 
they went lo defeat thene, the principal pitrpusea or money. Vet no legislUoc 
wu ever more rigidly obeyed than LycurguB. 
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Although the precious metals used for money have gcncrally 
some mixture of baser metal, generally of copper, by way of alloy, 
the value of the baser metal, thus incorporated, is reckoned for no- 
thing. Not that the alloy is itself destitute of value ; but because 
the operation of disuniting it from the purer metal would cost more 
than it would be worth, after it was extracted. For this reason a 
jHece of coined cold or silver, mixed with alloy, is estimated by the 
qaantity of precious metal only contained in it.* 

*The present aiWer coin of France contains one part copper to nine partji 
fine silver; the relative value of copper to silver heinfr as 1 to 6U, or thereabouts. 
80 thai the copper contained in the whole silver coina^ amounts to about \ 
YTT ^ the total value of the silver coin, or 1 cent in 6 fr. Supposing it were 
attempted to disenga^ the copper, it would not puy the expenses of the process 
of separation; to say nothinof of the value of the impression that must bo 
destroyed. Wherefore, it is reckoned for nothing in the valiuition of the coin. 
A piece of 5 fr. presents the idea of the 2*2^ grammes of tine silver contained 
ia It, though actually weighing 25 gr. inclusive of the alloy. (1) 

(1) The values of the gold, silver, and copper coins of the United States, 
irere first regulated by the act of Congress of the *2d of April, 1792, establish- 
ing the mint By that act, the eagle contained 247.5 grains of pure gold and 
^£5 gimins of alloy, making together 270 grains of standard gold ; and the 
half eagle and the quarter ea^rle, their respective fractional proportions of the 
same oKtals. By the act of Congress of the :M)th of June, 1834, this standard 
has been debased, and the weight of the gold coins reduced : the ea<:le now 
eootains 232 grains of pure gold and 26 grains of alloy, making together 258 
grains of standard gold ; and tlie half eajrle and the quarter eagle are reduced 
IB like proportions. By the act of 1792, the standard of gold was eleven- 
twrilths of pure gold to one-tweltUi of alloy, or 22 carats fine. By the act of 
tbe present year, the relative fineness or number of carats has been rculuced to 
about 21.56, equivalent to a dclNiscment of al)out 1.9 per cent. ; and the actual 
qnantity of pure metal in the coin has l)orn diminished more than 0.25 per 
ccnL'H[6.202626+). The alloy of standard gold is composed of silver and 
copper, not exceeding one half silver. 

In the silver coins of the United Statos, no change has been made, since the 
act of 1792| which regulated their vuluo. The dollar, by tliat act, is made the 
unit, of the same value as the Spanish milled drtliur then current The dollar 
of the United Stites contains 371.2.') groins of pure silver and 416 grains of 
standard silver; the half dollar lS').n2r) irniins of pure silver nnd 208 grains of 
standard silver; the quarter dnll.ir 02.812.5 crrains of pure silver and UH grains 
of standard silver; the dime 37.125 grninsof pure silver and 41.6 grains of 
standard silver; and the half dime 1>^..V^25 grains of pure silver and 2() 8 grains 
of standsrd silver. The standanl of silver i.s 14S5 pirts of fine to 170 parts 
alloy; accordingly, 14*^3 part.s in 16f>4 parts of the entin> weight of the silver 
eoinsare of p«ire silver, and the ronnming 170 parts of alloy. The alloy of 
standard silver is wholly composed of coppor. 

The copper coins of the Unitod States are the cent and the half cent; the 
weight of which, since the art of 1702, has lieon twici^ roducrd. By the act of 
ITW, the cent contained 2f>4 grains, and the liulf crnt 132 grains, of copper, 
and the cent was fixed at the valiio of the hnndn*dth part of the dollar, or unit. 
By an act of the 14th of January. 1793, the crnt was rediiretl to 20^ grains, 
and the half cent to 104 grains <>f C(»ppor; and hy an act of the 3<I of March, 
ITDS, th4? President was authnri/.»Ml by pnK'Innntion, and arcnrdingly, on the 26th 
of Januar}', 179fJ, reduced the cent Ut lf>S grains, and the half cent to hA grains 
of copper, their present weight The proportional mint value of gold to silver, 
bj file act of 1792, was as 1 of pure gold tu 15 of pure silver ; and by tlio icC of 
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Of the Accetsion of Value a Commoiliii/ rrceivei by being Vetlrd with 
the ChaTOCter of Money. 

From the foregoing sections il will appear, that money is indebted 
for its currency, not to the authority of the government, but to its 
being a commodity hearing a peculiar and intrinsic value. But its 
preference, as an object of exchange, to all other commodities of 
equivalent value, is owing to ils characteristic properties as money; 
and to the peculiar advamlage it derives from its employment in tnat 
character ; namely, the advantage of being in universal use and re- 
quest. The -whole population, from ihe lowest degree of poverty to 
the highest of wealth, must cflbct exchanges, must buy the objects 
of want; must be consumers of money; or, in other words, must 
obtain possession of the commodity, that acts as the medium of ex- 
change, the commodity generally admitted to be best suited, and 
most frequently employed for iliat purpose. A man that has any 
other commodity, jewels, for instance, to offer in exchange for the 
necessaries or luxuries he may have occasion for, cannot get those 
necessaries or luxuries by the process of exchange, until he has 
found a consumer fnr his jewels j nor can he even then be sure, that 
such a consumer will be able to give him, in return, the very identi- 
cal article he may want : whereas, a man, with money in his pocket, 
is quite certain, that it will be acceptable to the person, of whom he 
would buy any thing; beraiise that jcrson will, in turn, be himself 
obliged to become a purchaser in like manner.* With the com- 
modity, money, he can obtain ail he wants by a single act of ex- 
change only, called a purchase ; whereas, with all others two acts 
at least are necessary ; a sale and a purchase. This is the sum total 
of ils advantages in the character of money : but it must be obvious 
to every body, that the preference, thus shown it as money, is a 
consequence of its actual use as such. 

I must here observe, that the adoption of any specific commodity 
to serve as money, considerably augments ils intri nsic value, or 
value as an article of commerce. A new use being discovered for 
the commodity, it unavoidably becomes more in request; the em- 
ployment of a great part, the half or perhaps three-fourths of the 
whole stock of it on hand, in this new way cannot fail to render the 
whole more scarce and dear, (a) 

*The other property of monej, the capability of subdivision, and apportion- 
inent of the value parted with, moat ntil tie lost sifrht of; by il the jewoller ■• 
enabled to exchang-e a minute portion of his precious cotDmoditf (or the amaUMt 
item of his household expenditure. 

n well obseTTed upon by TStrgot. Refi, mr Is Atm. <I 
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Were the actually existing stock of siK-cr and gold applied to 
no other use than the fabrication of plate or ornament, the quantity 
would be abundant and much chca))cr than it is at present ; that is to 
iay, whenever they were exchanged for otiier commodities, more 
of them would be given or rccciv^ in proportion to the value ob- 
tuoed in exchange. But a large portion of these metals being 
destined to act as money, and exclu^vcly cKrcupicd in that way, 
there is less remaining to be manufactured into jewellery and platCf 
and the scarcity of course adds to the value. On the other hand, if 
they were never used in plate or jewellery, there would be more of 
them applicable to the purpose of monev, and money would grow 
cheaper^ that is to say, more of it would be necessary to purchase 
an ^ual quantity of goods. The employment of the precious 
metals in manufacture makes them scarcer and dearer as money ; 
in like manner as their employment as moiK*y makes them scarcer 
and dearer in manufacture.* 

Hence it naturally follows, that these metnis being, by reason of 
their employment as money, raised to such a price, as precludes 
their so general use in the form of plate and jewellery, it is in con- 
■equence found less convenient to use them in that form. The 
hjxury costs more than it is worth. Thus, massive gold plate has 
flone completely out of fashion, particularly in those countries, where 
the activity of commerce, and the rapid progress of wealth, make 
ffoM in great demand for the purposes of moncv. The richest in- 
dividuals content themselves with gilt plate, tfiat is to say, plate 
covered with a very thin coat of gold ; solid gold is used only in 
amaller articles of manufacture, and those in wliich the value ot^ the 
workmanship exceeds that of the metal. In England, plate is made 
very li^t, and people of affluence often content themselves with 
silver-plated goods. The ostentation of displaying a largo service 
of that metal costs the interest of a considerable capital. 

The increase of the value of metals is, generally speaking, at-/i.'^' ; ,/ i 
tended with some disadvantages ; inasmuch as it places many arti- 
cles of comfort and convenience, silver dishes, spoons, &c., beyond ' * ' 
the reach of most private families; but there is no disadvantage in 
such increased value of the metal in its character of mom^v ; on the 

^Ricardo and some other writers maintain, that the chargres of ohtainin^ the 
metal wholly determine its price or relative value in exchansrc for all other com- 
moditiei. Accordindf to their notion?, therefore, the want or demand nowiso 
influencefl that price; a position in direct contradiction to daily and indisputable 
experience, which leads us invariably to the conclusion, that value is increnned 
by increaae of demand. Supponinf; that, by the discovery of new mines, Rilvei 
were to become as common as coppf*r, it would be subject to all the disqualiBca- 
tiooe of copper for the purposes of money, and ^old would be more pfenerally 
enpioyed. The consequent increane of the demand for frold would increase the 
intemity of its value ; and min es w ould be wo rked, that j^re nowabandonjHl, be- 
eaose they do not defray {he expenser It is true Ihat the ore would then bo ob- 
tained at a heavier rate ; but will any one deny, that the increased valuo uf the 
awtal would be owinf? to the increased demand for it? It is the increased in- 
temity of that demand, that determines the miner to incur the increased charge 
of piodiictioii. 

3D 
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contrary, there is a greater convenience in ihe 1 jr of a less 

bulky conimodily, on every change of residence, ana c 3ry act of 
exchange. 

The selection of any commodity, to act as money in but one part 
of the world, increases its value everywhere else. There is no 
doubt, thai, if silver should cease lo be current as money in Asia, 
the value of that metal in Europe would be affected, and more of it 
would be given in exchange for all other commodities; for one use 
of silver in Europe is, Ihe possibihty of exporting it to Asia. 

The employment of the precious metals as money by no means 
renders Iheir value stationary; they remain subject to local as well 
as temporary fluctuations of valge, like every other object of com- 
merce. In China, half an ounce of silver will purchase as many 
objects of use or pleasure as an ounce in France; and an ounce of 
silver in France will generally go much farther in the purchase of 
commodities, than it will in America. Silver is more valuable in 
China than in France, and in France than in America. 
' Thus money, or specie, as some people call it, is a commodity, 
whose value is determined by the same general laws, as that of all 
other commodities ; that is to say, rises and falls in proportion to the 
relative demand and supply. Ami so intense is that demand, as to 
have sometimes been sullicient to make paper, employed as money, 
equal in value lo gold of ihe same denomination ; of which Ihe mo- 
ney of Great Britain is a present example. 

It must not be imagined, that Ihe paper money of that country 
derives its value from Ihe promise of payment in specie, which it 
purports to convey. That promise has been held out ever since the 
suspension of cash payments by the bank in 1797, without any 
attempt at performance, which many people consider impossible.* 

* Before the Bank of England cna pay off its notes in cash, the gD^ernmeDt, 
its principal dehlor, must diBclmrf^e its debts in specie; which ilMnnotdounleos 
it purchase the specie, cither with its eavlngs, or with the proceeds of further 
taxnlion. In doin^ m, it would, in effect, Eiibstiliile a new and very ccatly en- 
gine of circulation, which must be purchased by tlie state, for Ihe present one, 
which, although much out of order, and allotre'lher destitute of inthnaic rdae, 
is yet made to do the huaineas well enough. (I) 

(1) The Bunk of England, notwithstanding the opinion expressed by the author 
in this note, has long since resumed and continued the payment of its notea on 
demand in specie; and, it mu^t be added, witiinut any intention havinf; been 
expresacd, or attempt made, by the British government, to "discharge its debta 
in Fpccic," which M. Say seemed here lo think must be previously effected. 

By an act of parliament, passed in July 1819, generally known aa Mr. Peel's 
Act, the Bank of England was required, from the Ut of May, 1823, to p«y in 
notea on demand, in the legal coins of the realm. The linal resumption ofcaA 
paymimis by the Bank of England look place, however, at it atill earlier period; 
for, liniling itself in possession of sufficient gold to make payments In cash aantt 
than tliis iaw prescribed, the bank obtained the paf^sage of another act, which 
made it imperative upon the institution to pay all i' ' lie legal cdn <£ 

the realm on the 1st of May. 1822. smcc which li ,•. .»° i er ceased to 
"discharge its debts in specie" when required. 

Ai 1 EarroK. 
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Gold 18 only procurable piecemeal, and by payment of nn agio or 
per centagc ; in other words, by giving a larger amount in pa})or for 
a smaller amount in gold. Yet the paper, though depreciated, is 
invested with value far exceeding that of its flimsy material. 
Whence, then, is that value derived? From the urgent want, in a 
very advanced stage of society and of industry, of some agent or 
medium of exchange. England, in its actual state, requires, for the 
eRectuation of its sales and purchases, an agent or medium equal in 
value, say to 1,284,000 lbs. weight of gold; or, what is the same 
thing, to 1,200,000,000 lbs. weight of sugar; or, what is still the 
nme thing, to 60,000,000/. sterling of pa|)er, taking the Bank of 
England paper at 30 millions, and the paper of the country banks 
at as much more, {a) This is the reason, why the 60 millions of 
paper, though destitute of intrinsic value, are, by the mere want of 
a medium of exchanc^c, made e(]ual in value to 1,284,000 lbs. weight 
of gold, or 1,200,000,000 lbs. weight of ^ugar. 

As a proof that this paper has a peculiar and inherent value, 
when its credit was the same as at present, and its volume or nominal 
amount was enlarged, its value fell in proportion to the enlargement, 
just like that of any other commodity. And, as all other commodi- 
ties rose in price, in proportion to the depreciation of the paj)er, its 
total value never exceeded the same amount of 1,284,000 lbs. weight 
of ^Id, or, 1,200,000,000 lbs. weight of sugar. Why? Because tho 
business of circulating all the values of England reciuired no larger 
value. _No govem rnent has the power of increasing tne total national 
money otherwise than nominailv'. The increased quantity of the 
whole reduces the value uf every part; and oice versa,* 

Since the n.ntional money, whatever Ik; its material, must have a 
peculiar and inherent value, originating in its employment in that 
character, it forms an item of national wealth, in the same manner 
as sugar, indigo, wheat, and all the other commodities that the nation 
may happen to jwsscss.f It fluctuates in value like other commodi- 

• Pot tho conftoqiiPiico of an cxceswive issiio of paper-money, vide infra. Chap. 
XXII. sect 4. whore the siihjrct of paper-mnnry is discussed. 

f The mnltipliration of papfT-inoney, and its conseqiiont depreciation, elTocta 
no ftn^T'nenUticm of iho wealth of the community, although it makes noces<?ary a 
more libenl ««e of fiiriin»« in tfie estimation; just in the same way as its v.ilua- 
tioa m wh«it inptead <if Rilver would do. The total of national wealth mitrht ho 
2IV00n,OnO,nnn kilotrr. of whent, and but 2.5,n00,00() kihtrr. of silver, ami y^t tho 
vilue prcciHely the sime. If the value of the money be less intense, it will rn- 
qaire more of it to express the same decree of value. 

(m) It must not In? supposed, thnt our author if* isrnorant of tho wide differenro 
between Bink of Rn*fland and country bank paper, viz: that the ono ia paper- 
money, the principal ; the other, its convertible repreitentative. This position 
ig perfectly correct. The credit, embodied, as it wcn», in the provincial p-'ip^r, 
M equally nn asrent of circulation with the inconvertible principal, thr pn|>oi- 
money; whic!i, hut for itn pnv^nce and rivalry, would he re<]uired in double the 
quntityi to rniintaiu the samr* scale of money-prices. Great confusion hafl 
hitherto prnv:ii1(>:! on this subject for want of a clear conception of the concurrent 
opentkm of coin and iti rival, crcdiL T. 
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ties ; and like them, too, is consumed, though than most 

of them, Wlierefore, it would be wrong to i to le opinion 

of Gamier, (a) who lays it down as a maxim, mat, ■• long as sil- 
ver remains in the shape of money, it is not an item oi aciiiai wealth 
in the strict sense of tlie word ; for it does not directly and imme- 
diately satisfy a want or procure an enjoyment." There are abun- 
dance of v alues incapable of satisfying a want, or procuring aa 
enjoyment, in their present existing shape. A merchant may have 
his warehouse full of indigo, which is of no use in its actual state, 
either as food or as clolning; yet it is nevertheless an item of 
wealth, and one that can be converted, at will, into another value fit 
for immediate use. Silver, in the shape of crown pieces, is, there- 
fore, equally an article of weahh witii indigo in chests. Besides, is 
not the utility of money an object of desire in civilized society? 

Indeed, the same writer elsewhere admits that, " specie in the 
coffers of an individual is real wealth, an integral part of his sub- 
stance, which he may immediately devote to his personal enjoy- 
ment; although, in the eye of political economy, this same coin is a 
mere instrument of exchange, essentially differing from the wealth 
it helps to circulate."* I hope what I have said is quite sufScient 
to show the complete analogy of specie to all other items of wealth. 
Whatever is wealth to an individual, is weahh to the nation, which 
is but an aggregate of many individuals ; and is wealth also in the 
eye of political economy, which must not be misled by the notion 
of imaginary value, or regard as value any thine, but what all the 
members of tiie community, individually, as well as jointly, treat as 
value, not nominal, hut actual. And this is one proof more, that 
there are not two kinds of truth in this, more than in any other 
science. What is true in relation loan individual, is true in _ rela- 
lion to the government, and to the community. Truth is unUbnn; 
in the application only can there be any variety. 



Of the Utility of Coinage, and of the Charge of ill Exeetctitm. 

No mention has hitherto been made of the value that money 
derives from the impression and coinage. I have merely pointed 
out the various ulililv of gold and silver as articles of commerce, 
wherein originates their value ; and considered their fitness to act 
as money, as part of that utility. 

Wherever gold and silver act as money, they most of course be 
constantly passing from hand to hand. Most people buy or sell 

', Ire partie, c. 4. ud the lit 



(o) Gamier de Saintei, tmuUtor of the ^ 



XXL ON PRODUCTION. 229 

several times a day ; judge, tlicn, >vliat inconvenience must ensue, 
were it necessary to be always provided with scales to weigh the 
money paid or received; and what infinite blunders and disputes 
must arise from awkwardness or defective implements. Nor is this 
aO; gold and silver can be compounded with other metals witliout 
any visible alteration. The degree of juirity can not be exactly 
ascertained, without a delicate and complex chemical process. The 
transactions of cxcharge are wonderfully facilitated, when tlie weight 
and standard of each piece of money are denoted by an impression, 
that nobody can mistake. 

Metals are reduced to an established standard, and divided into 
pieces of an established weight, by the art of coining. 

The government of each state usually reserves to itself the exclu- 
■ive exercise of this branch of manufacture ; whether with a view 
of ffaining somewhat more by the monoi>oly, than it could, if every 
body were at liberty to practise it, or to hold out to the subjects a 
more solid security, than any private manufacturer could ofier, which 
is more frequently the motive. In fact, though governments have 
too often broken faith in this particular, their guarantee is still pre- 
ferred by the rx;ople to that of individuals, both for the sake of 
uniformity in the coin, and because there would probably be more 
difficulty in detecting the frauds of private issuers. 

The coina^ unquestionably adds a value to the metal coined ; that 
is to say, a lump of silver, wrought into a dollar, is better than an 
equal weight of bullion of like standard ; and for a very simple rea- 
son. The fashion given to the metal saves the person, that takes it 
in course of exchange, all the charges of weighing and assaying, 
among which the loss of time and labour must be reckoned; just in 
the same manner as a coat ready made is worth more than the 
materials it is to be made of. Even if the business of coining were 
open to all the world, ami government confined itself to fixing the 
standard, the weif:^ht, and the impression, that each piece should 
possess, still the holders of bullion w(Mild find it answer to pay a 
premium to the coiner, for coining their bullion into money; other- 
wise, they would have some dilficulty in e Heeling an exchange, and 
would, perhaps, lose more on the exchange, than it would cost to 
have the bullion converted into coin. 

But the additional value, thus communicated to the precious 
metals by the coinage, must not be confounded with that, which 
bullion, as an article of trade, receives from the circumstance of its 
employment as money. The latter value attaches to the whole stock 
of gold and silver in existence; a silver tankard is of greater value, 
because that metal is employed as money, whereas, the additional 
value accruing from the coinage is peculiar to the specific portion 
coined, exactly as its fashion is peculiar to the goblet; and is wholl)' 
independent of the value, tliat the commodity, silver, derives frou) 
lis various utility. 

In England, the whole expense of coinage is defrayed by the 
government; the same weight of guineas is delivered at tlie mint m 
20 
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return for a like weight of bullion of tlie legal ard. The 

nation, in quality of consumer of money, is gratuitously presented 
with the charges of coining, which are levied by taxation upon iheoa 
in their other character of payers of taxes. Yet gold, in the shape 
of guineas, has an evident advantage over bullion; not that of being 
ready weighed, for people are often at the pains of re-weighing, but 
that of being ready assayed. Consequently, it has happened some- 
limes, that bullion has been carried to the mint, not to be converted 
into coin, hut merely to have the standard ascertained, and certified 
to the foreign or domestic purchaser, (o) For guineas are a better 
article of export than bullion, inasmuch as bullion, bearing the cer- 
tificate of assay, is preferable to bullion without any such certificate. 
On the contrary, for the purposes of importation into England, gold 
bullion answers every purpose of guineas ready coined, and is of 
just the same value, weight and standard being alike; for the mini 
makes no charge for converting the bullion into coin. Foreigners 
have, in fact, an object in kee[»ing back the guineas, whichhavo 
already received the certificate of assay, and remitting bullion to 
England to obtain a like gratuitous cerlificate. This system, there- 
fore, makes it an object to export the coined metal, but holds out no 
encouragement to its reimportation,* 

The mischief is somewhat palliated by an accidental circumsiance, 
which never entered into the calculation of the legislature. There 
is no other mint in England, but that of the metropohs, which is so 
completely overloaded with business, that it can not re-deliver the 

• It is hardly necessary to repeat, Ihat the specie ejtporled ia not so mod) 
value lost to the community ; Ibr nobody wUl feel ijiclined to niahe a present of 
it to the foreigner. Its vulue ia Iransmitted, for tlie purpose of oblniniog- a. cor- 
responding value ]□ return; but tlie nation loses the value of the cuinage in this 
operetioQ. When guineas are exported froin England, she reieivee in eichuige 
tlic value of the metal only, end nothinfr far t]>e tmprcaaion it beara. (6) 

(a) That is to say, to receive the certlRcate of coinage, for use, not in the cha- 
racter of money, but as an article of commerce. The nssty is charg^ for at the 
English mint, upon bullion re-delivered without coinage. And, before tha 
e.tport of coin was made free, the ili^k was probably equal to the value of the cer- 
tificate conferred by coinage. These remarks apply to the coinage of gold only, 
eilvcr beins' now subject to a seignorage of 4». in fHw. But silver is no longer 
tlie material of the metallic money, except for minute and frHCtiunal exchaageft, 

(/>) This is hardly true to Ihe full extent. The Spanish dollats pass current 
in many countries at a considerable advance on bullion of cqnal weight and fine- 
ness, and conHtitute the legal currency of some cooimunlLies, that have not under* 
tiken the businera of coinage themgetveE; as in Hayti, ar>d e!«ewhere. The 
difference is the local value of the coinage, which is paid tor tometitnes *ery 
liberally. But lo whom is it paid? to tlie Spanish individual or Ic the Sptuiiiii 
government. If to the former, it is an undue advantage to vidual at tho 

expense of (he community ; if to the latter, it ia the recc f productive 

^ffencv Were the gold coinage of England subject to = =t,-ii..iw ige lika the 
rilver, it would never be exported habitually, but to h n us were co(k 

lent to pay Ihe extra value of the coinage. Indeed, inlly m;^* '" 

express terms, tliat tlie value of the coinage is not bi> a aportatioq. 

T. 
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metal coined till many weeks, and oilen months, ailer it is brousht 
ibr coinage.* The consequence is, that the owner, who leaves nis 
bullion to be coined, loses the interest of its value during the whole 
time it remains in the mint This operates as a small tax on coin- 
asei and raises the value of the coin somewhat above that of bullion. 
^r it is manifest, that the value would be exactly the same, if 
bullion and guineas were taken without distinction, weight for 
weighL 

So much for the eflect of the English regulations on this head. 

All the other governments of Europe, if I mistake not, derive from 
the coinage a revenue more than equal to the charges of the proccss.f 
The excuisive privilege of issuing money which they have most 
properly engrossed, together with the severe penalties denounced 
against private coiners, would enable them to raise the profit of the 
business very high by the limitation of their issues ; for tlie value of 
money, like that of every thing else, is always in the direct ratio to 
the demand, and in the inverse ratio to the supply. 

In fact when silver in the shape of coin is so rare and dear, that 
18 dollars in coin will purchase the weight of 20 dollars of equal 
fineness in the shape of bullion, it is an indication that the public 
attaches the same value to 15 oz. 12 dwt of coined, as to 17 oz. 6 
dwt 16 grs. of uncoined metaL Wherefore, the government can, 
by its coinage, in such case, give to dollars, tlie value of 10 dollars, 
and make a profit of 10 per cent But, if the coin become more 
abundant, and more of it be necessary in exctiange for bullion, it 
may 4)erhaps be necessary to give 95 dollars in coin for the weight 
of 100 dollars in bullion : in which latter cose, tlie government can 
make a profit of no more than 5 per cent upon tl)e purchase and 
conversion of bullion into coin. 

If^ in the latter case, the government, with a view to increase the 
ratio of its profit, instead of purchasing bullion itself, were simply 
to charge a seignorage, say of 10 |)cr cent upon the bullion brought 
to the mint for coinage, none at all would be brought for that pur- 
pose by individuals, who would have to ]>ay 10 per cent, for an 
operation, which added 5 per cent only to the value of the nietaL 
Thus the mint would have nothing to coin either on public or private 
account; and tlie government would find a high ratio of profit incom- 
patible with an extended amount of coinage. 

« Wt^k of Nationt, book i. c. 5. 

t One of my German translators, the learned Proforaor Mnrtttadt^ of Heidel- 
ber|f, ha* obserred upon tiiis iNu*8a^c, that since 1810, the Russian government 
hu made no char^ (ur the coinaire. It micrht with equal rpa»)n execute (rra- 
tuitousIjT the business of letter-carriage, instead of charging lur it to the indi- 
vidoils. 

I am p«9ri»ps incorrect in raying, that most governments make a profit over 
and above tlie expense of execation. I'he French government chargen a seigncw 
t%^^ equal at most to defray the expense of the mere process. But the intortfst 
and wear and tear of the capital vested in buildings, machinery, &c. and the 
charge of administration, d:c. are so much dead loss to the government; and 
fiobably man^* other governments are in the aoxne predicament. 



S33 ON PRODUCTION. Btwx J, 

Whence it may be concluded, that the duty or irage upon 

coinage, whigh has becii so frequently i i is n absolute 

nullity ; for that governments can not fix in ov n o of profit 
upon the execution of the coinage, but that it must depL-iid upon the 
slate of the bullion market, which again is regulaled by the relative 
supplies of coined and uncoined melal, and the demand for them at 
the time being. 

It is to 1)6 obserx-cd, ihat, lo liie public at large, in its capaci^ of 
consumer of coined bullion, it is a matter of perfect inditference, 
whether the coin be dear or cheap ; for, so long as its value is noi 
subject to sudden ilucluations, it will pass current for as much as rt 
has been taken for. 

When ll?e coinage of money is not executed gratuitously, and 
especially when it is paid for at a monopoly-price, it is a matter of 
perfect indifl'erence to the stale, whether or not its coin be melted 
down or exported, for it can neither be melted down or exported, 
without having first paid the coinage in full, which is all that is lost 
by melting or exportation.* On the contrary, the export of such 
coin is quite as advantageous as thai of any other manufactured com- 
modity whatever. It is a branch of the bullion trade; dnd unques- 
tionably, a coin, so wcli executed as to be difficult lo connlerfeit, 
accurate in the weight and assay, and charged with a moderate duty 
on the coinage, may acquire a currency in diflerent parts of the 
world, and yield the government, that issues ii, a profit of no coi>- 
tcmptible amount. 

Witness the gold ducats of Holland, which are in request through- 
out ull the north of Europe, at a higher rale than their intrinsic value 
as bullion; and the dollars of Spain, which are all coined at Lima 
and Mexico, and have been executed willi so much regularity and 
integrity, as lo pass current as money not only all over Spanish 
America, but likewise in the United Slates and in several parts of 
Europe, Africa, and Asia.f 

The Spanish dollar is a remarkable instance of the value attached 
to tlic metal by the process of coinnge. When the Americans of the 
Union determined on a national coinage of dollars, they contented 
themselves with simply re-stamping those of the Spanish mint, with- 
out varying thdr weiglit or standard. But the piece thus T»- 
stamj^ed would not pass current with the Chinese, and other Asiatics^ 
at the same rale; 100 dollars of the United States would not pur- 
chase so much of other commodilies as 100 dollars of Spain. The 
American Executive, nevertheless, continued to deteriorate the coin 
by giving ii a handsome impression, apparently wishing to avail 

* Tug value nf Clie coinnge. or fnshinn of tlie melQl, is not always lost in tbe 
expurl. The iiripresulon is, lo a corUin lieptec, a recommendation beyofid the 
limJlE or the aulliority whicli executes it, and raises the value soinowhat hi^er 
than lliat of bullion in ttors. 

+ The 5/r. pieces of Fnincp, have, by Iheir invarinble nnifonnity of weight 
Bod stniidanl gince their first issue, scquircd BUcaiUr currency in maity putsif 
llie world. _ 
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itself of this method of checking the export of specie to Asia. For 
this purpose it was directed, that all exports of specie should bo 
made in dollars of its own coinage, hoping in this way to make the 
exporters give a preference to the domestic products of its own ter- 
ritory. Thus, after wantonly depreciating the Spanish dollar, with- 
out prejudice, it is true, to the specie remaining current within the 
territory of the Union, it went on further to enjoin its use in tlic 
least profitable way, viz. in the commercial intercourse with those 
natioiis that set the least value on it. The natural course would 
have been, to sutler the value exported to go out of the country in 
the form that might offer the prospect of the largest returns. Self- 
interest might have been safely relied on in this particular. (1) 

But what are we to think of the wisdom of the Spanish govern- 
ment, which was enabled by the confidence in its good faith in the 
execution of its coinage, to export dollars with a profit, and sell them 
abroad at an advance upon tlieir intrinsic value ; and yet thought fit 
to prohibit so advantageous a tratiic, which would have furnished a 
vent to a product of the national soil, worked up by domestic indus- 
try for an ample recompense I 

Though a government be the exclusive coiner of money, and is 
by DO means bound to coin gratuitously, it can not with justice 
deduct the expense of coinage from its payments, in discharge of its 
own contracts. If it has engaged to pay a million, say for sup])Iics 
advanced, it can not honestly say to the contractor : " We bargained 
to pay a million, but, we pay you in specie just coined ; and there- 
fore shall deduct 20,000 dollars, more or less, for the charges of 
coinage.** In fact, all pecuniary engagements, contracted by govern- 
ment or individuals, virtually imply a promise to pay a given sum, 
not in bullion but in coin. The act of exchange, wherein the bar- 
gain oripnated, is effected with the implied condition, on behalf of 
one of the contracting parties, to give a commodity somewhat more 
valuable than silver bullion ; namely, silver in crown pieces, or coin 
of Sonne denomination or other. The virtual contract of a govern- 
ment is to pay in coined money ; and, in consecjuence of that im- 
plied condition, it obtains a greater quantity of goods, than it will, 
if the bargain be to pay in bullion. In this instance, it oilers the 
charge of coinage into the bargain at the time of concluding the 
contract, and thereby obtains better terms, than if it is in the habit 
of paying in bullion. 

The charges of coinage should be deducted from the metal brought 

(1) This parafirraph contains three errors in rein lion to the coina^ of dollars 
bj the United States, and the exportation of npccie, which it is of importance to 
point out: 1^ Spaniith dollars are not^ and never have been, pimply rc«tuniprMl at 
our mint, without varying their weii^'ht or Ktandanl : 2<i. A pound, troy, of Sponisli 
daUsTB, contains 10 oz. 15 dwta of fine silver: a pound, troy, of American doU 
lui contains 10 oz. M dwts. 5 ^rainH of line silver: 3il. No law has ever bt;cii 
emcted by Congrem, directing^ the exportation of 8|>ecie to be made in dollnm 
of oar cwn coinage ; nor han the executive, tlie power to regulate, or in any 
«r interfere with the exportation of specie^ from the United State<i. 

American Editob. 
20* 2E 
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to the mint to be coined, at the time of its re-delivery in a coioed '4 

stale. J 

These considerations lead us to the necessary concl sions, — that |j 

tlie manufacture of bullion into coin increases tne value of the * 

metal, in the ratio of the additional convenience resulting lo the com- H 

raunily, from the circumstance of coinage, and not an item further, j 

■whatever charges or duties the state may attempt to saddle it with;* % 

that a government, by monopolising the business of coining, mav ! 

make a profit to the whole extent ol this accession of value ; that it [ 

can not possibly advance this prolit any further, in its discharge of • 

engagements, fairly and freely entered into ; and that it can not do 't 

so «ith regard to prior engagements, without committing an act of ' 

partial baiikruptcy. ' 

Moreover, it is evident that, in all dealings between individuals, , 

the public authority has still less power, by means of the impressioa ''; 
of its die, to make thfi commodity, acting as money, pass for more 
than its intrinsic value, jj/uj the value added by the fashion it receives. 
Vain will be any enactment, thoit the stamp impressed shall give to 
an ounce of silver a specific or determinate value; it will never buy 
more goods than an ounce of silver, bearing tliat impression, is wortn 
at tlie lime being. 



Sectio]^ V. 
Of Alteratioiit of ikt ^taitdard Money. 

The first thing to be observed under this head is, that the public 
authority has generally taken upon itself to fix arbitrarily the com- 
modity, that shall serve as money. This assumption, on its part, has 
little inconvenience in itself; fur the interests of the nation and of 
the ruling power hapjien to be exactly the same. Should a govern- 
ment attempt lo force an ill-adapted medium into circulation, it would 
sustain a loss itself on every bargain, and the people would, by 
degrees, adopt some other medium. Thus, the first issue of coinM 
money among the Romans was by their King Numa, and his coin- 
age was of copper, which at that timeof day was the prope rest metal 
for the purpose ; for, before tlie time of Numa, the Romans knew no 
other money but copper in bars. On the same principle, modem 
governments have made choice of gold and silver, which would 
undoubtedly have been selected by the general accord of individuals 
without the interference of their rulers. 

But (he sovereign power, being firmly persuaded that its mandate 

* In Spanisli America, a higher duty is charged, amounting, accordinf; to Hum- 
boldt, to 11 J per cenL an silver, and 3 per cent on gold, over and abnva tha 
actual charg;es or coinage; f»r the ^verninent allows no bullion to be exported 
in an uncoined state. So that, in fact, this is not a wignorage, but ■ duty OB 
eiDortation, exacted at the time of converting the bullion into coin. 
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'* was necessary and competent to invest any commodity whatever 
x; with the currency of money, succeeded in impressing its subjects 
Kl with the same notion during the darker ages, ana that too at the very 
^ I tune that individuals, with a view to personal interest, were acting 
H^ipon principles diametrically opposite ; for, whoever was dissatisfied 
I I with the authorised money, either abstained from selling altogether, 
^ I or disposed of his goods in some other way. 

I 
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error led to another of much more serious mischief, that has 
overset all order whatever. 

The public authority persuaded itself, that it could raise or depress 

the value of money at pleasure ; and that on every exchange of goods 

J for moneyt the value of the goods adjusted itself to the imagmary 

▼alue, which it pleased authority to affix to it, and not to the value 

^ natarally attached to the agent of exchange, money, by the conQict- 

, ioffinfluence of demand and supply. ' ...^ c Ij ;* ^ 

^*hufv when Philip I. of France, adulterated the Kvreiof Cnarle- 

' 'lffIgne,jtcontaining 12 oz. of fine silver,* and mixed witfr it a third 

part alloy, but still continued to call it a Kvre^ though containing but 

8 oz. of fine silver, he was nevertheless fully persuaded, that his 

■dolterated Kvre was worth quite as much as the Hvre of his prede- 

oessonL^ Yet it was really worth 1-3 less than the livre of Charle- 

mUDe. tA Hvre in coin would purchase but 2-3 of what it had done 

beforCi However, the creditors of the monarch, and of individuals, 

got paid but 2-3 of their just claims ; land-owners received from their 

tenants but 2-3 of their former revenue, till the renewal of leases 

placed matters on a more equitable footing. Abundance of injustice 

was committed and authorised : but after all it was impossible to 

make 8 oz. of fine silver equal to 12.f 

In the year 1113, the livre, as it was still called, contained no more 
than 6 oz. of fine silver. At the commencement of the reign of Louis 
Vn. it had been reduced to 4 oz. St. Louis gave the name of livre 
to a quantity of silver weighing but 2 oz. ms 6 gros. 6 grains.;^ V At 
the era of the French revolution, the money bearingr that name 
weighed only the 1-6 of an oz. ; so that it had been reduced to 1.72 
of its original standard of weight or quality in the days of Charle 
macne. 

i take no notice, at present, of the great fall experienced in the 
relative value of fine silver to commodities at large, which has been 

* The measure of weight called a livre contained 12 oz. in the time of Cbar- 
IsDuffne. 

t According to the principles establishcti suprd, sect 3 of tliis chapter, there 
ii reuoo to believe, that the value of tlie adiiltcnite<} livre of 8 oz. of fine silver 
migbiJisvo been kept up to that of the old livre of 12 oz., if the volume of the 
JjpBiaJii^ .lipt l)een aufrmente<l. But the rise of inone^ prices, consequent upoii 
the adaiteration of the coin, is a (Efround of presumption, that the government, 
with a view to profit by tliis momentary operation, ordered a recoina^, and 
■lade 12 pieces out of 8, by the addition of ulloy, po as to increase tlie total 
quantity proportionately to the reduction of the standard of quality. 

t We find in the Proliffomenen of /yr Blanc, 2*% that the silver tol of St IxMiis 
weifrbed 1 grot. 1\ graitu, whicli, multiplied by S20, makes 2 oz. 6 gro$, 6 
frsiBj^tbe/tvre. 
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reduced so low aa 1-4 of ils former amount ; but U s reign to the 
subject of the present section, and I shall lake occasion lo speak of 
it hereafter. 

Thus the term, Hvre toumois, has at diflercnt times been applied 
to very diflercnt quantities of fine silver. The alteration has ueen 
effected, sometimes by reducing the size and weight of ihe coin 
bearing thai denomination, sometimes by deteriorating the standard 
of quality, that is to say, mixing up a larger portion of alloy, and a 
smaller one of pure metal ; and, sometimes, by raising the denomina- 
tion of a specific coin ; making, for instance, what was before a 2fr. 
piece I jss under the name of one of 3fr. As no account is ever 
taken of any thing but the pure silver, which is the only valuable 
substance in silver coin, all these expedients have had a similar efiecl; 
for this reason; that they all, in fact, reduced Ihe quantity of silver 
contained in what was called a Here toumois. And this is what all 
French writers, in compliment to the royal ordinances, have digni- 
fied by the term, raising the standard ; on ihc ground, that the nomi- 
nal value of the coin is raised by these operations ; which might, with 
much more propriety, be said to lower the standard, since the metal, 
which alone constitutes the money, is thereby reduced in quantity. 

Though the quantity of metal in the livre has been continually 
decreasing from the days of Charlemagne till the present perioa, 
many of our monarchs have, at different times, adopted a contrary 
conrsCj and advanced the weight and standard of quality, particu- 
larly since the reign of St. Louis. The motives for deterioration 
are evident enough : it is extremely convenient to pay one's debts 
with less money than one borrowed. But kings are not only 
debtors ; they are frequently creditors too. In the matter of taxa- 
tion, they stand precisely in the same relative position to the subiecl, 
as landlords to their tenants. Now, if every body be enabled by 
law to pay their debts and discharge their contracts with a less 
amount of silver than bargained for, tlie subject, of course, can pay 
his taxes, and the tenant his rent, with a smaller quantity of that 
metal. And, although the king received less silver, yet he continued 
to spend as much as before; for the nominal price of commodities 
rose, in proportion to the diminution of metal in the coin. When 
what was before 3fi\ was declared by law to be 4 fr. the govern- 
ment was obliged to pay 4 Ji\ where it before paid but 3 fr. ; so 
that it was necessary, either to increase the old, or to impose new 
taxes; in other words, the government, to obtain the same quantity 
of fine silver, was obliged lo demand a greater number of Hvrrxr- 
from the subject. This course, however, was always odious, evei^ 
wiicn it really made no difference in the real pressure of ttixalion^ 
and was often quite impracticable. Recourse was, therefore, had tc^ 
tlie restoration of the coin to the higher standard. The livre beincp 
made to contain a greater weight of silver, the nation really pa)3 
moi-e silver in paying the same number of A'rres.' ThuswefioA, 



' Tfit same expedient wbb resorted to by thst monster of pp [nlit^, the Bo- 
n emperor lleliogabalua. The taxes gf the empire were ; tile in qMcific 



i 
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that the ameliorations of the coin commence nearly about the same 
period as the establishment of permanent taxation. Before that 
iDDOvatioDt the monarch had no personal motive for increasing the 
intriiisic value of the coin he issued. 

It would be a great mistake to suppose that the frequent varia- 
tions of standard alluded to, were eiiocted in the same clear and 
intelligible manner which I have adopted to explain them. Some- 
times the alteration, instead of being openly avowed, was kept secret 
as long as possible;* and this attempt at concealment gave occasion 
to the barbarous technical jargon used in this branch ofmanufacture. 
At other times, one denomination of coin was altered, while the rest 
wore left untouched; so that, at a given period, a Z/Ve, paid in one de- 
nomination, contained more silver than if paid in another. Finally, 
to throw the matter in still greater obscurity, the subject was com- 
monly forced to reckon up his accounts, sometimes in Kvres and 
joics, sometimes in crowns, and to pay in coin representing neither 
Sore^ aolf nor crown, but either fractions or multiples of these seve- 
ral denominations. Princes, that resort to sucn pettifogging^ cx- 
pedients» can be viewed in no other light, than as counterfeiters 
armed with public authority. 

The injurious effect of such measures upon credit, commercial in- 
tegrity, industry, and all the sources of prosperity, may be easily 
conceived ; indeed, it was so serious, that, at several periods of out 
history, the monetary operations of the state suspended all com- 
merce whatever. Philip Ic Bel drove all foreigners out of the fairs 
of France, by compelling them to receive his discredited coin in 
ptymenty and prohioiting tl)c making of bargains in a coin of better 
Cfeditf Philip de Valois did the same thing with respect to the \ 
gold coin, ana with precisely the same result A cotemporary 
chroniclert informs us, that almost all forcis^n merchants discon- 
tinued their dealings with France ; that the French traders them- 
selves, ruined by the frequent alterations of the coin, and the con- 
iaqoent uncertainty of values, ^^ithdrew to other countries; and that 
the rest of the king's subjects, both noble and bourgeois, were 
equally impoverished with the merchants; for which reason, the 
taoabst adds simply enough, the king wns not at all beloved. 

The examples I have cited are taken from the monetary system 

ed coin, called aurei^ and not in ^1d by the tale : and the emperor, to enlarge 
receipts, made a new issue of arirpt, weij^hin^r as much as 24 oz. each. The 
>iitiioiu Akzander Severus, actuated by an opposiitc motive, made a considerable 
ivductioa of the weight 

* Philip de Vakiis, in his official instructions to the officers of the mint, 
M, IX 1350, enjoins the utmost secrecy on the subject of the purposed adultera- 
tioii, even with the sanction of an onth, for the express purpose of taking' in the 
oominereial classes; directint; them "to put a gnnd face upon the matter of tlio 
ooone of exchan^re of the mark of ^Id, so that the intended adulteration mit^ht 
not be dinorered." Many similar instances are to be met with in the rcig^ of 
Kmg John. Le Blanc, Trait e HisL des Monnaies, p. 251. 

t J> JBIefic, 7Vaif« Hist, des MonnaieSj p. 27. 

t MaiUueu YUUni. 
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of France; but similar expedients have been p 1 in almost 

every nation, ancient or modern. Popular forms oi government 
have been equally culpable with those of a despotic character. The 
Romans, during the most glorious periods of the republic, efl'ected a 
national bankruptcy more than once, by deteriorating the intrinsic 
value of their coin. In ihe course of the first Punic war, the at, 
which was originally 12 oz. of copper, was reduced to 2 oz.; and, in 
tlie second Punic war, was again lowered to 1 oz.* 

In the year 1732, the State of Pennsylvania, which acted, in this 
pariicular, as an independent government, even before the American 
war, passed a law, enacting, that 1/. sterling should pass for 1/. 5j.;|- 
and the L'nited Slates, and France also, after declaring themselves 
republics, have buih gone still further. 

" It would rcijuire a separate treatise," says Stewart, " to investi- 

{;atc all the artifices which have been contrived to make mankind 
osc sight of the principles of money, in order to palliale and make 
this power in the sovereign to change the value of the coin appear 
reasonable."! He might have added, that such a volume would be 
of little practical service, and by no means prevent the speedy adop- 
tion of some new device of the same kind. The only effectual pre- 
ventive would be, the exposure of the corrupt system, that engen- 
ders such abuses; were that system rendered simple and intelligible, 
every abuse would be detected and extinguished in the outset. 

And let no government imagine, that, to strip them of the power 
of defrauding their subjects, is to deprive them of a valuable privi- 
lege, A system of swindling can never be long-lived, and must 
infallibly in the end produce much more loss than profit. The feel- 
ing of personal interest is that which soonest awakens the inte' 
leclual faculties of mankind, and sharpens Ihe dullest apprehensions! 
Wherefore, in matters affecting personal interest, a government has 
the least chance of outwiltiHig its subjects. Individuals are not 
easily duped by measures tendmc to procure supplies to the state in 
an under-hand manner: and although they cannot guard against 
direct outrage, or breach of public faith, yet it can never long escape 
their penetration, however artfully disguised and concealed. The 
government will acquire a character for cunning as well as faithless- 
ness, and will lose entirely Ihe powerful engine of credit, which will 
operate with infinitely more efficacy, than the mere trifle that fraud 
can procure. Yet, even that trifle will often be wholly engrossed 
by the agents of government, who are sure to turn every act of in- 
justice towards Ihe subject, to their own private advantage. Thus, 
while the government loses its credit, its agents get all the profit; 
and the public authority is disgraced, for no other purpose, tlian to 
enrich its menials. 

The real interest of a government is, to look not ctitious, dis- 

graceful, and destructive resources, but to such as e ;ally prolific 

• MmtleKijiilfv, Espiit den Lois, liv. xxii. c. 11. 

T Smith's Wfallh of Nalhnn, book ii. c 2. 

\ Slewart'fl Inquiry info the Princ. Pol. Ecoit. 8to. 1805, ii. p. 306. 
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and inexhaustible ; and one can render it no better service, than to 
expose and render abortive those of the former kind, and point out 
to It those of the latter. 

The immediate consequence of a deterioration of the coin is, a 
proportionate reduction of all debts and obligations payable in 
money; of all perpetual or redeemable rent-charges, whether upon 
the state or upon individuals; of all salaries, pensions, and rack- 
rents; in short, of all values previously expressed in money; by 
which reduction, the debtor ^nins what the creditor loses. It is a 
legal authorization of a partial bankruptcy, or compromise, by every 
money-debtor with his creditor, for a sum less than his fair claim, in 
the ratio of the diminution of precious metal in the same denomina- 
tion of coin. 

Thus, whatever government has recourse to this expedient, is not 
content with giving itself an illegitimate advantage, but urges all 
other debtors to do so likewise. 

The kings of France, however, have not always allowed their sub- 
jects to reap the same advantage in their private concerns, which the 
monarch proposed to himself by the operation of increasing or dimin- 
i^ng the quantity of metal contained in a particular denomination 
of coin* Their personal motive was, on all such occasions, to pay 
less, or receive more silver or gold themselves, than in honesty tney 
ought; but they sometimes compelled individuals, notwithstanding 
the alteration, to pay and receive in the old coin, or, if in the new, at 
the current rate of exchange between the two.* This was a close 
copy of a Roman precedent When that republic, in the second 
Punic war, reduced the as of copper from two oz. to one, the repub- 
lic paid its creditors 1 as instead of two, that is to say, 50 per cent. 
on their claims. But private accounts were kept in denarii; and 
the denarius^ which till then was worth 10 asses^ w<is, by law, made 
to pass for 16 asses; so that individuals paid 16 asses or oz. of cop- 

Cr only for every denarius^ instead of paying 20 as they should 
ve done to fulfil their engagements: that is to say, 10 asses of 2 
oz. or 80 of 1 oz. each, for every denarius. Thus, the republic paid 
a dividend of 50 per cent, only, but compelled private persons to pay 
one of 80 per cent. 

A bankruptcy, eflfected by deterioration of the coin, has been 
sometimes considered in the light of a plain and simf>lc bankruptcy, 
or mere reduction of the public debt. It has been thought less inju 
rious to the public creditor to pay him in adulterated coin, that he 
again may pay over at the same rate as he receives it, than to cui- 
tail his claim by ^, 1, or in any other proportion. Let us see how 
the two methoos differ. 

In cither case, the creditor is e(|ually a loser in all his purchases 
posterior to the bankruptcy. Whether his income \yc abridged by 
ooe-half, or whether he find hi'iisclf obliged to pay for every thing 
twice as dear as Ixsfore, is to him precisely the same thing. 

* Vide the several ortlinanccs of Philip lo Bel in 13a3 ; nf Philip dc Valoia in 
1339 ud 1343; of John in \^A\ and of Charles VL in 1421. 
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As to all his own existing debts, he may undoubtedly get rid of 
them on ihe same terms as the public has discharged his own claim ; 
hui what ground is there Ibr supposing, that the public creditors are 
always in arrear in their private accounts with the rest of the com- 
munity? They staoJ in the same reialion to society as all other 
classes ; and there is every reason to believe that the public creditors 
have as much owing lo them by one set of individuals as they owe 
themselves to another; in short, that the accounts will square. 
Thus, the injustice they do to iheir private claimants is balanced by 
the injury they receive; and a bankruptcy, in the shape of a dete- 
rioration of the coin, is to them full as bad, as in any other shape. 

But it is attended with other serious evils, destructive of national 
welfare and prosperity. 

It occasions a violent dislocation of the money-prices of commo- 
dities, operating in a thousand different ways, according to the parti- 
cular circumstances of each respectively, and thereby disconcerting 
the best planned and most useful speculations, and destroying all 
confidence between lender and borrower. Nobody will willingly 
lend when he runs the risk of receiving a less sum than he bos 
advanced ; nor will any one be in a hurry to borrow, if he is in dan- 
ger of paying more than he gets. Capital is, consequently, diverted 
from productive investment, and the blow given to production by 
delerioralion of the coin, is commonly followed up by the still more 
fatal ones of taxation upon commodities, and the estabUshment of a 
maximum of price. 

Nor is the effect less serious in respect to national morality. Peo- 
ple's ideas of value are kept in a stale of confusion for a length of 
time, during which knavery has an advantage over honest simplicity, 
in the conduct of pecuniary mailers. Moreover, robbery and spo- 
hation are sanctioned by public practice and example; personal inter- 
est is set in opposition to integrity; and the voice of the law to the 
impulse of conscience. 



W 



Of the reason why Money ii neithtr a Sign nor a Meamre. 

Money would be a mere sign or representative, had it no inlrin- 
sic value of its own; but, on Ihe contrary, whenever it is emplovcd 
in sale or purchase, its intrinsic value alone is considered. When 
an Biiicle is sold for a dollar piece, it is not the impression or the 
name that is given or taken in exchange, but Ihe quantity of silvei 
that is known to be contained in it. As a proof of the truth of this 
position, if the government were lo issue crown pieces made of tin 
or pewter, they would not be worth so much as those of silver. 
Though declared by law to be of equal value, a great many more of 
them would be required in purchase of the same commodities; 
> which would not happen if they were ooUiIng but a mere sign. 
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Yiolencey ingenuity, or extraordinary political circumstances have 
sometimes kept up the current value of a money, aAcr a reduction 
of its intrinsic value ; but not for any length of time. Personal inter- 
est very soon finds out whether more value is paid than is received. 
and contrives some expedient to avoid the loss of an uitcqual and 
unfair exchange. Even when the absolute necessity of finding some 
medium of circulation of value obliges a government to invest witli 
value an agent destitute either of intrinsic value or substantial guar- 
antee, the value attached to the sign by this demand for a medium, 
is actual value, originating in utility, and makes it a substantive 
object of traffic A Bank of England note, during the suspension of 
cash payments, was of no value whatever as a representative ; for it 
then really represented nothing, and was a mere promise without 
security, given by the bank, which had advanced it to the govern- 
ment without any security ; yet this note, by its mere utility, was 
possessed of positive value in England, as a piece of gold or silver. 

But a bauK-note, payable on demand, is the representative, the 
sign,(l^ of the silver or specie, which may be had whenever it is 
wanted, on presenting the note. The money or specie, which the 
bank gives tor it is not the representative, but the thing represented. 

When a man sells any commodity, he exchanges it, not for a sign 
or representative, but for another commodity called money, which 
ho supposes to possess a value equal to the value sold. When he 
buys, ne does so, not with a sign or representative, but with a com- 
modity of real, substantial value, equivalent to the value received. 

A radical error, in this particular, has given rise to another of ver\^ 
general prevalence. Money having been pronounced to be the sign 
of all values whatever, it was boldly inferred, that, in every country, 
the total value of the money, bank and other notes, and credit paper, 
is equal to the total value of all other commodities. A position that 
derives some show of plausibility, from the circumstance, that the 
relative value of money declines when its quantity is increased, and 
advances when that quantity is diminished. 



(1) The tenn, ** representative," or " pi^," of silver or specie, as applied to 
buik-noCes, has no precise or definite meaninsr. A bank-note, with no sort of 
accuracy can be said to be " the representative of nioney ;** and as such loose 
metaphorical expressions have i^ivon occasion to most of the vague and mystical 
notions respectinfr paper-money wliich have been too lonr^ current, and only 
■enre to involve the subject in obscurity and confusion, they cannot too soon be 
disetrded. 

We have already seen, that coins are neither more nor less than commodities, 
which are bou|^ht and sold for their value, like other commodities. Bank-notofl 
■re not, any more than bills of exchan|;e, or other transferable eng^ajrements for 
the payment of money, the representatives or symbols of these commodities ^ 
but are actual oblisfations for the payment, on demand, or at a stated time, of Uie 
qoontity of the coins expressed on the face of them, and are themselves receivo<l 
in payment as readily as specie itself, only when it is perfectly understooii, 
that Uie specie can be obtained for them, or when it is generally known, that 
they %in be as readily received in the market as the coins which they specify 

Amebicar Editor 
21 2F 
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It is obvious, Iiowever, Ibal llie same flucluation affects all other 
coininoditiea whatever. If ihe vintage be twice as [iroductive one 
year as it is another year, the price of wine falls to half what it was 
the year preceding. In like manner, one may readily concede, that, 
shoukl the aggregate of circulating specie be doubt«Jr the prices of 
all goods would be doubled also ; in other words, twice the quantity 
of specie would go to the purchase of the same articles. But this 
conBei[ucnce by no means proves, that the total value of the circu- 
lating medium is always equal to the sum total of all the other items 
of wealth, any more, than that the sum total of the produce of tlie 
vintage is equal to the totality of other values. The casual tluctua- 
lion in the value of silver and of wine, in the cases supposed, is the 
effect of a difference in quantity of these respective commodities at 
two different limes, and has nothing to do with the quantity of other 
commodities. 

It has been already remarked, that the total valueof the money of 
any country, even with the addition to the value of all the precious 
metals contained in the nation under any other shape, is but an 
atom, compared with the cross amount of other values. Wherefore, 
the thing represented wonfd exceed in value the representative ; and 
the hitter could not command the presence or possession of thp 
former.* 

Nor is the position of Montesquieu, that money-price depends upon 
the relative quantity of the total commodities to that of Ihe total 
money of the nnlionf at all belter founded. What dq _sejlgia_and 
hojersJiDo^^of the existence of any other commoditiesTbut thost 
iliat are the'objecis of their doahng^ And what difference could 
such knowledge malie in the demand and supply in respect to those 
'particular commodities? These opinions have originated in the 
ignorance at once of fact and of principle. 

Money or specie has with more plausibihty, but in reality with 
no better ground of truth, been pronounced to be a measure of 
value. Value may be estimated in the wav of price; but it can not 
bo measured, that is to say, compared with a known and invariable 
measure of intensity, for no such measure has yet been discovered. 

Authority, however absolute, can never succeed in fixing the 
general ratio of value. It may enact, that John, the owner of a sack 
of wheat, shall give il to Richard for 4 dollars ; and so it may that 
John shall give his sack of wheat for nothing. This enactment will 
probatjly rob John to benefit Richard ; but it can no more make 4 

• If crptiit-paper be thrown into the Fcale, it will not Fielp oh over this diffi- 
culty, Tlie ag^nt of circulation, whether in fnrm of specie or of paper, can 
never exceed in amount the total utility vested in it. The expansion of the va 
lume of a nalional money, whether of metal or of paper, is sure to be liiDowed 
liy i. proportionate ilihilion of its value, which disablea the whole from beingf 
equal In the purchlse of a fresler portion of commodities nt lar|re : and the 
value, devoted tii the biiaini-BS of circiilnlion, is fllwuye a trifle, compared with 
the mine it is employed ti. circulate. Vide infra, under the head of B!iak-note& 

* Etprit dt» LoiM, liv. xxii. c. 7. 
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dollars the exact measure of the value of a sack of wheat, than it can 
make a sack of wheat worth uotiiing, by ordering it to be given for 
nothing. 

A yard or a foot is a real measure of length ; it always presents 
to the mind the idea of the self-same decree of length. No matter 
in what part of the world a man may be, ho is quite sure, that a 
man of 6 feet high in one place is as tall as a man 6 feet high in 
another. When i am told that the great pyramid of Ghaizc is 656 
feet square at the base, I can measure a space of 656 feet square at 
Paris, or elsewhere, and form an exact notion of the sfxice the pyra- 
mid will cover; but when I am told that a camel is at Cairo worth 
50 sequin$9 that is to say, about 1)0 ounces of silver, or 100 dollars 
in coin, I can form no precise notion of tlie value of the camel ; 
because, although I may have every reason to believe that 100 dol- 
lars are worth less at Paris than at Cairo, I can not tell what may be 
the diflerence of value. 

The utmost, therefore, that can be done is, merely to estimate or 
reckon the relative value of commodities; in other words, to declare, 
that at a given time and place, one commodity is worth more or less 
than another; ihe\r positive value it is impossibk; to determine. A 
house may be said to be worth 4000 dollars; but what idea does that 
sum present to the mind ? The ide:i of whatever I can purchase 
with it; which is, in fact, as much as to say, the idea of value e(]ui- 
valent to the house, and not of value of any fixed degree of inten- 
sity, or independent of comparison between one commodity and 
another. 

When two objects of unequal value are both compared to difler- 
ent portions of one s])ccific product, still it is a mere estimate of 
relative value. One house is said to be worth 4000 dollars, another 
2000 dollars; which is simply saying, the former is worth two of 
the latter. It is true, that, when both are compared to a product 
capable of separation into equal portions, as money is, a more accu- 
rate idea can be formed of the relative value of one to the other; for 
the mind has no dilficulty in conccivini^ ilie relation of 2 integers to 
I, or 4000 to 2000. But any attempt to form an abstract notion of 
the value of one of these integers must he abortive. 

If this be all that is meant bv the term, measure of vahte, I 
admit that money Is such a mctisure ; but so, it should Ixi observed, 
is every other divisible commodity, though not employed in the 
character of money. The ratio of the one house to the other will 
be equally intelligible, if one !« said to l)e worth 1000, and the other 
onlv 500, quarters of wheat. 

l^or will this measure of relative value, if we mav so call it, 
convey an accurate idea of the ratio of two commodities one to the 
other, at any considerable distance of time or place. Tho 1000 
quarters of wheat, or 4000 d< hilars, will not l)c of any use in the 
comparison of a house in former, with a house in the pn^sent times: 
for the value of silver coin and of wheat have both variod in tiie 
interim. A house at Paris, worth 10,000 crowns in tiie days of 
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Henry IV., woulii now be worth a great deal more, than aaotber of 
llint value now-a-days. So, likewise, one in Lower Briiany, worth 
4000 dollars, is of much more value than one of thai price at Paris; 
fur the same reason that an income of 2000 dollars is a much larger 
one in Briiany than at Paris. 

Wherefore it is impossible to succeed in comparing the wealth of 
different eras or diHerenl nations. This, in politicaf economy, like 
squaring the circle in mathematics, is impracticable, for want of a 
common mean or measure to go by. 

Silver, and coin too, whatever be its material, ta a commodity, 
u-hose value is arbitrary and variable, like that of commodities in 
general, and is regulated in every bargain by the mutual accord o( 
the buyer and seller. Silver is more valuable when it will purchase 
a large quantity of commodities, than when it will purchase a smaller 
quantity. It can not, therefore, serve as a measure, the first requi- 
site of which is invariability. Thus, in the asscriion of Montes- 
quieu, when speaking of money, that " what is the common mea- 
sure of all things, should of all things be the least subject to change,"* 
there are no less than three errors in two lines. For, in the first 
place, it has never been pretended, that money is the measure of all 
tilings, but merely that it is the measure of values; secondly, it is not 
even the measure of values; and lastly, its value can not be made 
invariable. If it was tiieobject of Montesquieu to deter governments 

'from altering the standard of their coin, he should have laboured 
to enforce those sound arguments, which the question would fairly 
have supplied him with, instead of dcahng in brilliant expressions, 
which serve to mislead and give currency to error. 

, It would, however, often be a matter of curiosity, and sometimes 
even of utility, to be able lo compare two values at an interval of 
• time or place; as, for instance, when there is occasion to stipulate 
for a payment at a distant place, or a rent for a long prospective 
term. 

Smith recommends the value of labour as a less variable, and, 
consequently, more appropriate, measure of a!)sent or distant value; 
he reasons thus upon tne matter: "Equal quantities of labour, at all 
limes and places, may be said to be of equal value to Ihe labourer. 
In his ordinary stale of health, strength, and spirits, in the ordinary 
degree of his skill and dexterity, he must always lay down the same 

Corlion of his ease, his liberty, and his happiness. The price, which 
c pays, must always be the same, whatever may be the quantity of 
goods which he receives in return for it. Of them, indeed, it may 
sometimes purchase a greater and sometimes a smaller quantity! but 
it is their value which varies, not that of the labour which purchases 
them. At all times and places, that is dear, which it is difficult lo 
come at, or which it costs much labour to acquire ; and that cheap, 
which is lo be had easily, or with very lilllo labour. Labour alone, 
Iherefore, never varying in iis own value, is alone the ultimate and 

* E$prit det Loit, Ut. xzii. c. 3. 
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raal standard, by which the value of all commodities can at all times 
and places be estimated and compared.*** 

With great deference to so able a writer, it by no means follows, 
that, because labour in the same degree is always to the labourer 
himself of the same value, therefore it must always bear the same 
value as an object of exchange. Labour, like commodities, may 
vary in the supply and demand; and its value, like value in general, 
is determined oy the mutual accord of the adverse interests of buyer 
aii(l_ seller, and fluctuates accordindy. 

^^^valuejof labour is aflecled materially by its quality. The 
labourof a strong aridT intelligent person is worth much more than 
that of a weak and ignorant one. Again, labour is more valuable 
in a thriving community, where there is a lively demand for it, than 
in a country overloaded with population. In the United States, the 
daily wages of an artificer amount in silver to three times as much 
as in Franccf Are we to infer, that silver has then but i of its 
value in France ? The artificer is there better fed, better clothed, 
and better loclged ; which is a convincing proof, that he is really 
better paid. Labour is probably one of tlie most fluctuating of 
values, because at times it is in great request, and at others is oiiered 
\vith that distressing importunity occasionally witnessed in cities 
vrhere industry is on the decline. 

Its value has, therefore, no better title to act as a measure of two 
values at great distances of time or place, than that of any other 
commodity. There is, in fact, no such thing as a measure of value, 
because there is nothing possessed of the indispensable requisite, 
bvariability of value. 

In the absence of an exact measure, we must be content to ap- 

Eroximate to accuracy; and, to this end, many commodities of well 
nown value will serve to give a notion, more or less correct, of liie 
value of any specific product. At the same point of time and place, 
there is little ailficulty in the approximation : the value of any given 
article may be readily measured by almost all others. To ascertain 

* We^ih of Naiiimt, book i. c. 5. On this point. Smith obeon-'cs, that '* labour 
vaa the first price, the origrinal purchase-money, tliat was paid for all ihinnfs. It 
wai out by gold or silver, but bv labour, tliat all tlic wealth of the world was 
originally purchased." I think I have succeeded in provincr that he is mistaken. 
Nature executes an essential part of the production of values ; and her a^ncy is 
in most cases paid for, and forms a portion of the value of the product The 
prafit of land, which is called rent, is paid to the proprietor, who docs nothin^r 
niroselC tnd stands in place of the orif^inal occupant; and it aflects the value of 
the product, raised by tlie joint afi^cncy of nature and industry ; the portion of 
value contributed by nature is not the product of human lal)our. Capital also, 
which in, for the most part, the accumulatc<l product of labour, concurs, like 
natvre, in the business of production, and roceivos in recompense a portion of 
the product: but the trains, accruin^r to tlie capitalist, are quite distinct from the 
■ocuraulated labour vested in the capital itself, which can be expended or con- 
samed in Mo^ by one set of persons ; while its share in the product, in other 
words, the interest paid fur iu use, may be con&uuied by anotlior. 

t ilumholtlt reckons it at from 3 fr. iM) ends to 4 yr. of our money. Essai 
ML ncr U ycuceik En^gncy torn. iiL p. 105. oct cd. 
21* 
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|iretty nearly the value of an article amongst the ancients, we must 
find out some article; which there is reason to think has subsequently 
undergone little change of value, and then compare the quantity of 
that article eiven by the ancients and modems respectively, in ex- 
change for the article in question. Wherefore, silk would be a bad 
object of comparison ; because it was, in the time of Crosar, procura- 
ble from China only, at a most extravagant expense, and, bein" then 
nowhere produced in Eiiroj>e, must of course have been much dearer 
than at present. Is there any commodity that has varied less in the 
intervening period? and, if there be any such, how much of it was 
then given for an ounce of silk 1 These are the two points we must 
inquire into. If any one article can be discovered, that was pro- 
duced wiifi equal ease and perfection at the two periods, and the 
consumption of which had a natural tendency to keep pace with its 
abundance, this article would probably have varied little in value, 
and may be taken as a tolerable measure of other values. 

Ever since the earliest times recorded in historj-, wheat has been 
the staple food of the great mass of the population, in all the princi- 
pal nations of Europe ; consequently, their relative population must 
have been influenced by the abundance or scarcity of this article of 
food, more than of any oilier : the ratio of the demand to the supply 
must have been, therefore, at all times nearly the same. There is, 
besides, no product which I know of, that has undergone less altera- 
tion in the course of production. The agiicultural skill of the an- 
cients was in most respects equal, and in some, perhaps, superior to 
our own. Capital, indeed, was dearer amongst them ; but that dif- 
ference was liiile fell ; for, in ancient limes, the proprietor was com- 
monly both farmer and capitalist ; and the capital embarked in agri- 
culture yielded less return than other investments ; because, as more 
honour was attached to this, than to the other branches of industry, 
commerce and manufacture, the influx of capital, as well as of labour, 
into that channel, was greater than into the other two. And, during 
the middle ages, in fTiileofthe general declension of all the arts, the 
tillage of araltle land was prosecuted with a skill little inferior to that 
of the present day. 

Whence I infer, that the .•jame quantity of wheat must have borne 
nearly the same value among the ancients, during the middle aRcs 
and at liie present time. But, as there has all along been a vast dif- 
ference in the produce of the har\'est in one year and another, grain 
being sometimes so abundant, as to sell extremely low, and at other 
limes so scarce, as to occasion famine, the vahie of grain must be 
taken on an average of years, whenever it is made the basis of any 
calculation. 

So much for the estimation of values at distant periods of time. 

There is equal dilhculty in the estimation at great distances of 
place. The staplearticlcsof national food, which, as such, maintain 
the greatest uniformity in the ratio of the demand and supply, are 
very different in different climates. In Europe, wheat is the staple ; * 
in Asia, it is rice: the relative value of neither the otw nor the other 
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in Asia and Europe is tolerably steady ; nor has the value of rice in 
Asia any relation to the value of wheat in Europe. Rice is beyond 
question kss valuable iu India, than wheat is in this part ot* the 
world; for. besides that the cultivation is less expensive, it yields 
two crops in the year. This is one reason* why labour is so cheap 
in India and China. 

The article of food in most general use is, therefore, but a bad 
measure of value at great distances of place. Nor are the precious 
metals by any means a correct one: their value is indubitably not so 
great in North America and the West Indies, as in £uro|)e, and 
much greater in every part of Asia, as tlie constant ctHux of specie 
thither sutiiciently proves. Yet the frequency of communication 
between tliese diilerent parts of the world, and tiie facility of trans- 
port, give us reason to suppose tliem tlie least liable to ductuation of 
value on their passage from one climate to another. 

There is happily no necessity, for the purposes of commerce, to 
compare the relative value of goods and of metals in two distant 
parts of the world; it is quite enough to know their relation to 
other commodities in each country. When a merchant remits to 
China half an ounce of silver, it is of little importance to him, whe- 
ther it has more relative value in China tlian in Europe. All he 
wants to know is, whether lie can buy with it at Canton a pound of 
tea of a certain quality, which lie can re-sell in Euroi^e, say for two 
ounces of silver. With these data^ and in ex{)cctation of receiving, 
at the close of the speculation, a gross profit of an ounce and a half 
of silver, he calculates whether that profit will leave him a suificient 
net profit, after covering the charges and risk out and home ; and 
this is all he cares about If, instead of bullion, he remit goods, it 
is enough for him to know ; 1. Tlie relatiioi between ttic value of 
these goods and silver in Euro])c; that is to say, how much they 
will cost; 2. The relation between their value and lliat of Chinese 
products at Canton; that is to sav, what he can get in exchange for 
them; and, lastly, the relation i>ctween these latter and silver in 
Europe ; that is to say, what they will be worth wlien imported. It 
is evident that every repetiti(»u of this ojieration brings into question 
notliini^ more than tlic relative vaUie of two or more articles at tlic 
same time, and at the same place. 

For the common pur[K>se3 of life, or, in other words, wlien no- 
thing more is re(|uisite, than to compare the value of two oljjccts at 
no great distance of time or place, most cominndities |)Ossesscd of 
any value at all mav serve as a measure ; and if, in descrihin? the 
uc of an object, even where there is no question of either buying 
or selling, the estimation is more generally made in the precious 
metals, or in money, than in any other commodity; it is simj)ly, be- 
cause its value is more generally known, than that of other com- 
modities.* But, in all bargains for a long prospective period, as for 

• The difforcnre of value in difTeront ohjectu has, throiijrhout this work, been 
BOied in moDej-price tx what they ivUi fblch io money ; cztrcmo correctness noc 
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ihc reservation of a perpetual rent, k is more advisable to reckon in 
wlieat ; ibr l!ie discovery o!" a single mine miglil jicrhaps greatly ns 
(liice liie present value of silver ; whereas the tillage of all North 
America could not sensibly alter the value of wheat in Europe: for 
ihc number of moullis to be fed in America, would increase almost 
in the ratio of the improved cultivation. But long prospective 
siipiilalions regarding value must unavoidably, under any circum* 
stances, be very precarious, and can never give any certain notion 
of the value that is likely to be received. Periiapg the most im- 
provident course of all is, to stipulate for a particular denominaiioD 
of money ; for the same denomination may tre fixed to any varialioD 
of weight or quality whatever ; and the contracting party rnay find 
ho has bargained for a name, rather than a value, and that he runs 
the risk of paying, or being paid, in mere words. 

I have dwelt thus long upon the refutation of incorrect esprcs- 
sions, because they appear to have acquired loo general a circula- 
tion,* and because they often confirm people in false notions and idea^ 
which ideas sometimes serve as the basis of erroneous systems, that 
in their turn give liirtli to conduct e([ually erroneous. 



Of a pQniiXiiirlty thai shnuld be attended to, in esllmating ihe Sums 
rnentiontd in RislOTy. 

In reducing the money of former ages into money of the present 
day, the best infiirmed historians have contented themselves with 
converting the actual quantity of gold and silver, designated by the 
term made use of by the authority cited, into the current money of 
their own times. Bui Ihis is not enough : the actual sum, the real 
amount of the metal, can give no correct notion of its then value, 
which is the very point we want to arrive at. It is, therefore, ne- 
cessary to reckon, besides, the fluctuations of valae that the metal 
itself has undert?one. 

A few examples wjll best explain my meaning: 

Voltaire tells us, in his Essay on Universal Historj'.t that Charles 
V. enacted, that the sons of France should have an annual revenue 
pcttk'd on them of 12,000 Uerci: and, as he reckons ihis sum to be 
ei]ual to 100,000 liercs of the present day, he naturally enough ob- 
irrvps, Ihat this was no great provision for the sons of the monarch. 
(Jut lot Its examine the grounds for ihis calculation of Voltaire. 

hciii? nrcpfsnrv fat illustnition. E»en in Iho cxarl science of peometiy, iho 
tL'iirc's nr» ixiven mprcly to mnke llie demonBlralions nicre inleUigibte ; ririct 
atcuracj ia ueceBaar_¥ in llie reasoning' and concliwloiis only. 

"Alter Ihe nppeiiTance of three edittcais of ihis work, Sismondi puMished kia 
Xniwravx Frinripes tVEcon. Pah ; wherein nmonfrat manf excellent chapters, 
lliLTL' ipnne entitled, "money, llic sign, token, acid measure tJvdue." liv, v.c.L 

'I Edit, de Kehl. oct. torn. svii. p. 3^. 
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First, he reckons that the mark of fine silver was, in the time of 
Charles V., worth about Q hires; at this rate, 12,000 livres will 
make 2000 marks of silver, which, at their relative value at tlie date 
of Voltaire's writing, would in fact amount to 100,000 livres, or 
thereabouts. But 2000 marks of fine silver were worth in the reign 
of Charles V. much more than in the reign of Louis XV. Of this 
we shall be convinced, by a comparison of the relative average at the 
two different periods, of pure silver to wheat, which we will take as 
one of the least variable. 

Dupre of St. Maur, whose book* is an ample repository of learned 
information upon the value of commodities, gives it as his opinion, 
that, from the reign of Philip Augustus, who died A. D. 1223, until 
about the year 1520, the setter of wheat (Paris measure) was worth, 
on the average, as much as 1-9 of a mark of fine silver; t. e. about 
512 grains weight. 

About the year 1530, when the mark of silver was of the value of >C " 
13 liores tournois, or rather passed under the denomination of 13 ' 
liwes ioumoisy the ordinary price of a setier of wheat was about 3 
livres tournois, ?. e. 3-l^f a mark of fine silver, amounting to 10G3 
grains weight of that metaL 

In 1602, under the reign of Henry IV., tlie mark of fine silver ^ 
being at that time e(|ual to 22 livres, the average price of the setter f^ 
of wheat was Oliv. 10*. dd. ; i. e. 20G0 grains of fine silver.f 

Since that period, the srHer of wheat has, one year with another, 
been constantly worth about the same weight of silver. In 1789, -^ 
when the mark was equivalent to 54 //i:. VJs, the average price of 
wheat was, according to Lavoisier, 24 //y. the setier, i. c. 2012 
grains of fine silver. I have not reckoned the fraclions of grains, 
for in these matters it is enough to approximate to accuracy ; in- 
deed the price f»f the setter, taken at the average of Paris and the 
environs, is itself hut l()<»sclv calculated. 

The result of this comparative statement is, that the setier of 
wheat, whose relative value to other commodities has varied little 
from 1520 down to the present time, has undergone great lluctua 
tions, being worth, 

A. D. 1520 - - 512 e?'. of jiure silver. 

15:J(5 . - 10(>3 do. do. 

1(J02 - - 20G0 do. do. 

1789 - . 2012 do. do. 

which shows that the value of pure silver must have varied consi- 
derably since the first of those dates; inasmurh as on every act of 
exchange, four times as much of it must now be given for the same 
quantity of commodities, as was given three centuries ago. We 
shall see by-and-by,J why the discovery of the American mines, and 

• Rapport entre FArf^f-nt rt ten Drnrea, p. 1J."3. 

t For these calculationii I nni ind«'l)tr<l to tho Es$ai nur les Monnaies, and the 
Vmimiunu dans Icm Prix, both by Duprf. dt Saint Maur. 

I Book U. Chap. 4. 

2G 
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tlie influx into the market of about ten times as much silver aa 
before, has operated to reduce its value only in the ratio of 4 to 1. 

Now to the apphcation of this information to the royal stipend in 
question : if pure silver was worth in the time of Charles V. four 
times as much as in the age of Voltaire, the settlement of 2000 marks 
upon the sons of France was equivalent to 8000 marks at the pre- 
sen!, that is to say, more than 400,000 /r. of our present currency, 
or about 75,000 dollars; which makes the observations of Voltaire 
upon the inadequacy of the provision much less applicable. 

Raynal, though he wrote avowedly upon commercial matters, has 
committed a similar error, in estimating the public revenue in the 
reign of Louis XII. at 36 millions of our present money (/runes) on 
the ground, thai it amounted to 7,650,000 liv, of 11 liv. to the mark 
of silver. The sum, indeed, was equal to 605,454 marks of silver: 
but it would not be enough merely to reduce the mark into livres of 
ihe present day; for the same quantity of silver was then worth four 
times as much as it is now ; so that, before reducing them into 
modern money, ihey should be multiplied by four, which will swell 
the public revenue under Louis XII. to a sum of 144 millions of 
francs of present currency, or nearly 37 millions of dollars. 

Again, we read in Suetonius, that Ca;sar made Servilius a present 
of a pearl worth 6 millions of sestertii, which his translators, La 
Harpc and Levesque, estimate to be equal to 1,200,000 /r. present 
money- But a little lower down, we find, that ('aisar, on his return 
to Italy, disposed of the gold bullion, accruing from the plunder of 
Gaul, for coin, at the rate of 3000 sestertii to the pound of gold ; 
which shows the pearl of Servilius to have been much under-rated. 
The Koman pound, according to Lc Blanc, weighed 10!f of our 
ounces ; and 10 1 oz. of gold in Cassar's lime, were worth as much 
as 32 ounces of that mefal at the present day, for it may reasonably 
be reckoned, that the value of gold has fallen in the ratio of 3 to 1,* 
Now 32 oz. of gold are worth nearly 3030 /r. which may therefore 
be looked upon as about the real value of 3000 sestertii ; al which 
rale the pearl in question must have been worth 6,072,000 fr, 
(1,129,393 dollars,) and the Roman sestertius, somewhat more than 
n franc of our money; which is greatly beyond tlie ordinary esti- 
mate.f 

• 12 oz. of eilver were piven for 1 07. of pjld, in Cepsar's time, Where- 
furp, silver having faWifn in the mlio of 4 to I, 1 az. of p>\A was worth as much 
m liis daya, as 4S oz. of pure silver at the present period. But 44 oz. of silver 
■ire now worth 3 oz. of guld or therealuuls : so tliat j^olil mUEl have fallen in tha 
ratio of about 3 to 1. 

t The same error of calculation has led Ihpse tranclnlors involuntarilj la 
underrate the pnnlifTBlity of the worst of the emperors. Thus we arc told, that 
('aliciila, in leas than a year, (u^uandered the whole of (he treamire accumulated 
hy Tiberius, ainountin? u. 2700 millions of iftlertii, which La Hurpe tranilatca 
into no more than 540 millions of livrei: whereas, ."mpposing the value of goU 
lo have varied little between the days of Cweax nnd of Caligula, which i« pn>- 
l<abb cnouj;h, it will be found to amount to very nearly 3000 millioua of livraa. 
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When Ciesar laid hands upon the public treasures of Rome, in 
spite of the opposition of the tribune Metellus, he is stated to have 
found them to consist of 4130 lbs. of gold, and 80,000 lbs. of silVtr; 
which Vertot estimates to have amounted to 2 fill ,100 liv. town.; 
but upon what grounds I am at a loss to imagine. To form a tole- 
rably correct notion of the treasure seized by Caesar upon his usurp- 
ation* the 4130 lbs. of gold should be reduced into oz. of the French 
standard, at the rate of 10.1 oz. to the Roman lb.* which makes 
44,052 oz. But, as the same weight of gold was then worth three 
times as much as at present, the value will appear to have been 
182,156 oz. or 12,530,346 fr. (2,330,644 dollars,) supposing the 
standard of Quality in the gold to have been the same as at present. 
The 80,000 lbs. weight of silver also were then worth as much as 
320,000 lbs. at the present period, i. e. 20,915,735^., (3,890,327 
dollars,) reckoninjg the Roman lb. at lOil oz. and taking the stand- 
ard of quality to nave been the same. Wherefore, the sum appro- 
priated by the usurper amounted to 33,446,081 fr. (6,232,971 dol- 
lars,) of our money ; which is greatly above Vertot's estimate of 
about 3 millions only. 

From this specimen we may judge, how little reliance can be 
placed on the calculations of other historians, of less information and 
accuracy than those I have been quoting. Rollin, in his Ancient, 
and Fleury, in his Ecclesiastical History, have reckoned the talen* 
tunif mina and sestertius, according to the scale made out by some 
learned persons, under the administration of Colbert This scale is 
liable to many objections: 1. It establishes upon very questionable 
daiUf the respective quantities of the precious metals contained in 
the coins of the ancients, which is a primary source of error : 2. The 
value of the precious metals has considerably varied, between the 
period of antiquity in question and the ministry of Colbert, which 
IS another source of error : 3. The scale of reduction, drawn up under 
the direction of that minister, was calculated at the rate of 2(5 lie. 10 
jotti, to the mark of silver, being the then mint price of silver bul- 
lion! but this rate was altered before the days of Rollin, which is a 
third source of error. Lastiv, since the dale of his publication, that 
rate has been still further aflered, and a Hvres toumms^ conveys to 
us the idea of a smaller quantity of silver, than it did in his time ; 

Indeed, it eeenu hardly possible, that a leds sum would have sufficed for the 
monstrous extra vajrancics reconlml of hitn. 

Horace, Epist. 2. lib. ti. speaks of an estate, that, from the context, must 
have been a considerable one, as bcin^r of the vnluc of 300,000 Mcgtertii, which, 
Bceording to my view, ainounte<i to 303,000 fr, (about 56,470 dollars) of our 
preeent money. His commentator, Dacier, perverts the meaning; of the passage, 
Dj estimatingf the estate in question, at 22,500 /r. only, or 4185 dollars. 

* J> Blanc. Train Monnaief^ p. 3. estimates the Koman lb. of 12 oz. at the 
Mtoal woijrht of only lOif oz. of our standard, Uiklng as a fruide, tlie wein^ht 
of tome of the coins of the emperors which are in a state of high preservation. 
TIm valuation I have here given of the oz. of (Ofold, takes it at the mint standard , 
vis. with a proportion of ^g alloy ; for I take it fur granteil, that the gold, thus 
~ hands upon by Ca»ar, was not pure gold, but coin with a mixture of alloy. 
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and this is a fourth source of error. Thus, whoever now takes up 
that work, relying on the calculations therein contained, will enter- 
tain a most erroneous idea of the income and expenditure of the 
stales of antiquity, as well as of their commerce, their resources, 
and every part of their system and organization. 

Not that I would be understood to say, that a writer of history 
jan ever have sufficient dalu, to give his readers, in all cases, a cor- 
rect notion of values in general ; but, for the sake of a closer ap- 
proximation to accuracy, llian has hitherto been effected, in reducing 
the sums of ancient times, and even of the middle ages, into modern 
money, I would recommend, what indeed is generally done, first, to 
inquire from those learned in antiquity, the actual weight of precious 
metal contained in the coin in question : secondly, as iar back as the 
Emperor Charles V,, that is to say, about ihe year 1520, that 
quantity, if gold, must be multiplied by 3 only, and if silver, by 4:" 
_ because the discovery of the American mines has occasioned a fall 
in nearly that proportion : and lastly, to reduce that quantity of gohL_ 
or silver into ihc current money of the period, at which he may 
happen to be writing. 

Prom the year 1520 downwards, the value of silver progressively 
declined until liie latter end of the reign of Henry IV., that is to 
say, towards the beginninj^ f h h r\ We may 

judge of the depression of I b h g p e of any 

given commodity, in the m pi d th f d section, 

f o acquire a correct notion f h I f h k f I r during 

this period, it will be neces y II f a d m ihe ratio 

of the increased real, that mil ml n, price 

of commodities in general, f y wh f a nee, in 

particular. 

From the beginning of ih h h w 11 be no 

occasion for any furtlier all I d d 1 e money 

of the time being into marks nf silver; for there does not appear to 
have ixten any further sensible decline in the value of silver, since 
most commodities have been procurable for the same metal-price. 
It will be sufficient, therefore, to reduce ihem into the money current 
for the lime being, according to the then current value of the mark 
of fine silver.f 

♦ Until Ihe period specified, llie ratio of gold to silver in Europe was I to 13. 
At present, it is in nboat nations of Europe 1 to 14, or 1 to 15 1 so Uiat takinr 
tlie average ratio in nncient times at 1 to 11| and in mralem timc-s at I to 15, 
pnln will have increiiEed in relative value to silver in the proportion of 4 to 3. 
Wherefijre, if guld be multiplied by 3, and silver by 4, the reflull will be equal. 

+ I nm disposed to believe, that llie value of both gob! and silver began again 
to decline about the commencement of the pir^fent century; for more gold and 
silver ore row given for most of the commoilities Icnst liable to vary in the 
rodts of production. (I] 

(1) In tlie very able and laborioun ' HiBlorieal Inquiry into llie Production 
and Consumption of the Precious Melnis, by William Jacobs, Esq. P. R. S. Lon- 
don, 1831," we are furnished with a chapter (xxv.) on the production of goU 
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By way of iHustration, let us take the statement we find in the 
Memoirs de Sully, viz. that this minister accumulated, in the vaults 
of the Bastile, a sum of 36 millions of livres taumois^ to further the 
designs of his master against the house of Austria. If we wish to 
know the actual value of that hoard, we must, in the first place, 
examine what weight of fine silver it amounted to. The mark of 
fine silver was then represented by 22 Kvres toumois; consequently 
36 millions of Kvres make 1,636,363 marks, 5 oz. of silver. There 
has been no sensible variation in the value of that metal since the 
period in question ; for the same quantity of metal would then buy 
the same quantity of wheat as at present Now, at the present time, 
1,686,368 marks 5 oz., or, in other terms, 390,588,018, 5 grammes 

and silver fimn the end of the year 1809 to the end of 1829. The author re- 
murlDi, ** that it was at the first named period, 1809, when a great change took 
place in the production of the mines of gold and silver, in every part of the 
western continent, after a space of more than three centuries, during the whole 
of which there had been a constant increase of the quantities obtained ; each 
succeeding decennial period yielding a larger portion than the similar number 
of Tears that preceded it; and though they have in some measure been restored, 
it has been by slow degrees, and they are yet very fiir from having approached 
the copious produce which they yielded before their general abruption from 
JCunxmu government" 

After then examining the productiveness of the mines of Mexico, Colombia, 
including New Grenada, Peru, Buenos Ajrres, Chili, and Brazil, in gold and 
silver, boA also after taking notice of the gold found in North and South Caro- 
lina and Geor^^ from 1^4 to 1830, he sums up the whole of the amount of 
the gM and silver supplied by the late Spanish aominions in America, during 
che twenty years, from the end of the year 1809 to tlie end of 1829, thus : — 

Divitions. Amount in dollars in twenty years. 

Mexico, 220,043,200 

Guatimala, 2,893,710 

Colombia, 33,564,267 

Peru, 64,688,429 

Buenos Ayres, 30,000,000 

Chili, 16,618,880 

367,808,486 

Or in sterling, at 4«. 2d, the dollar, 2.76,626,768 

To this may oc added the produce of 
Braxil, 4,110,000 

Whole produce of America, ... /.80,736,768 

In Europe,** he states, likewise, " the produce of gold and silver has de- 
ed, when the average of the last twenty years is compared with that of the 
one hundred and ten years which preceded it The value of the gold produced 
in £nn»e, he estimates about 720,000/. and of the silver 530,000/., bein^ to- 
ffether 14350,000/. annually, or in the period of twenty years from 1810 to l'^29, 
38 millions; to this the supply from America, 80,TO6,76^/., will make together. 
108,796,766 iiounds sterling.** Mr. Jacobs estimates the diminution in tlie 
UMi of metallic money, dunng the twenty yean mentioned, at 13 per cent 

AMiKicAif Enmm. 
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of fine silver, coined into money, will make exactly 88,797,315 Jr. 
or 1G,516,300 dollars. A sum, indeed, that would go no great way 
in modern warfare ; but it must be considered, that war is now con- 
ducted oil a very different principle, and has become intlnitely more 
M'asteful, in reality aa well as in name. 

,'C "' ^f' ■ Sectiom VIU. 
OJiht ji&ience of any fixed ratio of Value balieecn one Melal and nnotler. 



The same error, which led public functionaries to believe, that 
they could fix the relative value of any melaj to commodities, has 
also induced them to determine by act of law the relative value of 
the metals employed as money, one to (he other. Thus, it has been 
arbitrarily enacted, that a given quantity of silver shall be worth 24 
/it),, and that a given quantity of gold shall likewise be worth 24 liv. 
In this manner, the ratio of the nominal value of gold to that of sil- 
ver came to be legally established. 

The pretension of authority was in both cases equally vain and 
impotent ; and what has been the consequence ? The relative value 
of the two metals to other commodities has, in fact, been constantly 
fluctuating, as well as the relative value of llie metals themselves, 
t- when excnanged one for the other. Before the re-coinage of gold, 
in pursuance of tli6jp;e( of 13lh October, 1785, the louis ifor was 
commonly sold for 2S liv. and some sous of the silver coin. Con- 
sequently, people took good care not 1o pay in gold coin the sums 
bargained for in silver; otherwise they would really have paid 25 
Ho, and 8 or 10 sous, for e^erj 24 tiv. of the sums stipulated. 

Since the re-coinage in 1785, \ihen the quantity of gold in the 
louis d'nr was reduced by one-sixth, ils value has nearlj kept pace 
with that of 24 1ii>. in silver; so that gold and silver have been paid 
indifferently. However, it has sidl contmued most customary to 
pay in silver, partly from long hahit, and partly because the gold 
coin, being more liable to be clipped nt counierfeiled, was received 
with more caution and liable to more fretiuenl cavils about the weight 
and quality. 

In England a different arrangement has produced aneflect directly 
contrary. In the year 1728, the natural course of exchange fixed 
the relative value of gold to silver as ISpit to 1 ; say 15,'i lo 1, for 
the sake of simplicity; 1 oz. of gold was sold for 15 ,'( oz. of silver, 
and vice w.rsH. Accordingly that ratio was established by law, 
1 oz. of gold being coined into the nominal sum of 3/. 17s. ](HdL 
and 15(1 oz. of silver into the same sum. Thus, the government 
attempted permanently lo fix a ratio, that is, in tf.e nature of 
things, perpetually varying. The demand for silver gradually 
increased ; its use for plate and other domestic purposes becaine 
more general; the India trade received an additional stimulu 
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•nd took off silver in preference to gold, for this reason, that the 
relative value of silver to ^old is higher in the East than in Europe ; ; 
so that, by the end of the last century, the ratio of these metals one 
to the other in England became about 14^ to 1 only ; and the same 
quantity of silver, tnat was coined into 3/. 17x. lO^d.^ would then sell 
in the market for 4/L in gold. There was thus a profit on mcltins: 
down the silver, and a loss on payments in that metal ; for which 
eaaon, thenceforward, until the parliamentary suspension of specie 
payments by the Bank of England in 1797, payments of course were 
commonly made in gold. j 

Since 1797, all payments have been made in i>aper. But, if r 
England shall return to a metallic currency, framed upon the former ^ , 
monetary principles and regulations, it is. probable that paynrients ^ 
will be maidcin silver instead of ^Id, as before the suspension ; for 
gold hlrrrtSenm relative price to silver in the English market, pro- 
Eably in consequence of tne large export of specie for commercial 
purposes, and greater difficulty of prevention in sold than in silver. 
Goid bullion in the English market is now to silver bullion in the 
ratio of about 1 to 15^, although the mint ratio is still 1 to 15tV. A 
payment in gold instead of silver would therefore be a gratuitous 
sacrifice of the diflerence between 15rc and 15^. 

Hence may be drawn this conclusion ; that it is impossible in prac- 
tice to assign any fixed ratio of exchangeable value to commodities, 
whose ratio is for ever fluctuating, and, therefore, that gold and silver 
must be left to find their own mutual level, in the transactions in 
which mankind may think proper to employ tkcm.* 

The above remarks upon the relative value of gold and silver are 
equally applicable to silver and copper, as well as to all other metals 
whatever. There is no more propriety in declaring, that the copper 
contained in twenty sous shall be worth the silver contained in a 
Kvre Unamois^ than in enacting, that the silver contained in 24 liv. 
iammois shall be worth the gold in a louis cTor, However, little 
mischief has been occasioned by fixing the ratio of copper to the 
precious metals, because the law docs not authorize the payment of 
sums stipulated in livres tonrnois and francs in either cop|)er or 
the precious metals indifferently ; so that, in reality, the only metal 
money recognised by law as legal tender, for sums above the value 
of the lowest denomination of silver coin, is silver or gold. 

* Hie rehtife position of ^Id and silver, in respect to value, is by no means 
isltnuiaed by the respective supply of each from the mines. Humboldt states, 
ia hk E9$mi Pol. $ur la Nouvelle Enpagne^ torn. iv. p. 222, oct., that silver is 
pro du ce d from the mines of America ami Europe jointly, in the ratio to (^old, of 
45 to 1. Now the ratio of their value, instead of being 45 to 1, is only. 

In Mexico, 155 - - - - to 1 

France, 15i 1 

China,- • - - from 12 to 13- ... 1 

Japan, 8to0----l 

Tlie diilereiice ia probably owin^ to the superior utility and demand of silver for 
the porposes of plate, &c. ss well as of money. It would seem, that this cause 
spmtea nora forcibly in the East than in the West ; for gold jewellery is reU 
tivdy cheaper there than in our part of the world. 
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Of Money at it ought to he. 

rom al! that Ima been said in the preceding sections may be 
inferred my opinion of what money ought to be. 

The precious metals are so well adapled for the purposes of 
money, as to have gained a preference almost universal ; and, as no 
other material has so many recommendations, no change in this 
particular is desirable. 

So also of their division into equal and portable particles. They 
may very properly be coined into pieces of equal weight and quality 
as has heretofore been the practice among most civilized nations. 

Nor can there be any belter contrivance, than the giving them 
such an impression, as shall certify the weight and quality ; or than 
the exclusive reservation to government of the right of impressiiw 
such certificate, and, consequently, of coining money; for the certifi- 
cate of a number of coiners, all working together and in competition 
one with the other, could never give an equal security. 

Thus far, then, and no iuriher, should the public authority inter- 
meddle with the business of money. 

The value of a piece of silver is arbitrary, and is established by 
a kind of mutual accord on every act of dealing between one indi- 
vidual and another, or between the government and an individual 
Why, therefore, aitcmpt to fix its value beforehand? since, after all, 
the fixation must be imaginary, and can never answer any practical 
purpose, in the money transactions of mankind. Why give a deno- 
mination to this fixed, imaginary value, which money can never 
possess? For what is a dollar, a ducat, a florin, a pound sterling, 
or a franc ; what, but a certain M'eight of gold or silver of a certaio 
established standard of quality? And, if tnis be all, why give these 
respective portions of bullion any other name, than the natural one 
of their weight and quality? 

Five grammes of silver, says the law, shall be equivalent to a 
frnnc: which is just as much as to say, 5 grammes of silver is 
equivalent to 5 grammes of silver. For the only idea presented to 
the mind by the word franc, is that of the 5 grammes of silver it 
contains. Do wheat, chocolate or was, change their name by the 
mere act of apportioning their weight? A pound weight of bread, 
chocolate, or of wax candles, is still called a pound weight of bread, 
chocolate, or wax candles. Why, then, should not a piece of silver, 
weighing 5 grammes, go by its natural appellation ? Why not call 
it simply 5 grammes of silver? 

This slight alteralion, verbal, critical, and nugatory as it may 
seem, is of immense practical consequence. Were it i ^e admitted, 
it would be no longer possible lo stipulate in nominal ■ alue; every 
Itargain would be a barter of one substantial con for another. 
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cf a given quantity of silver for a given quantity of grain, or butcher's 
meat, of cloth, &c. &c. Whenever a contract for a long prospective 
period was entered into, its violation could not escape detection : a 
person taking an obligation to pay a given quantity of fine silver, 
at a day certain* would know precisely how muck silver he would 
have to receive at the period assigned, |)To^idcd his debtor continued 
solveDL 

The vrhole monetary system would thenceforth fall to the ground; 
a system replete with fraud, injustice, and robbery, and moreover si» 
complicated, as rarely to be thoroughly understotxl, even by those 
who make it their profession. It would ever aAer be impossible to 
tBect an adulteration of the coin, except by issuing counterfeit 
money; or to compound with creditors, without an open, avowed 
bankruptcy. The coinage of money would become a matter of 
perfect simplicity, a mere branch of nietallurgy. 

The denominations of weight, in common use before the introduc- 
tion into France of the metrical system, that is to say, the once, gros^ 
graiut had the advantage of conveying the notion of portion^ of 
we^t, that had remained stationary for many ages, and were ap])ii- 
cabfe Co all commodities whatever, without distinction : so that the 
amce could not bo altered for the precious metals, without altering it 
at the same time for sugar, honey, and all commodities sold by the 
weight: but, in this particular, the new metrical system is infmitciv 
preferable. It is founded upon a basis provided by nature, whicli 
must remain invariable as long as our world shall last The p-amme 
is the weight of a cubic centimetre of water : the centimetre is the 
hundredth part of a metre, and the metre is i^,^i\,,„^^ pert of the arc 
formed by the circumference of the earth, from the pole to the 
equator. The term gramme mav be changed, but no human power 
can change that portion of weiglit actually designated by the term 
gramme; and whoever shall contract to pay at a future date a 
quantity of silver, equal to 100 grammes weight, can never pay a 
less quantity of silver, witliout a manifest breach of faith, whatever 
arbitrary measures of power may intervene. 

The power of a government to facilitate the transactions of ex- 
change and contract, wherein the commodity, money, is employed, 
consists in dividing the metal into ditlercnt pieces of one or more 
grammet, or centigrammes, in such a manner, as to admit of instant 
caksulation of the numl)er oi grammes a given payment will require. 

It has been ascertained by the experiments of the Academy of 
Sciences, that gold and silver resist friction better with a slight mix- 
ture of alloy, than in a pure state. People versed in these matters 
say, besides, that this complete purity cannot \rc obtained, without 
a very expensive chemical process, tliat would add greatly to the 
expense of coinage. There is no sort of objection to mixin<» allov, 
provided the proportion be signified by the impression, wirch should 
ne nothing more than a mere certificate of the weight and quality 
of the metal 

I make no mention of the terms /ranc, dccime^ centime f because 
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ihose names should never have been given to the coin, being, in fact, 
names indicative of nothing whatever. The laws of France, instead 
of enacting that pieces calked francs, shall be coined, having the 
weigtit of 5 grammes of silver, snouW have simply ordered a coinage 
of pieces of 5 grammes. In which case, a letter of credit or bill 
of exchange, insiead of being drawn for, say 400 fr^ would be for 
2000 grammes of silver of the standard of to silver to n alloy; or 
if prderred, for 130 grammKS of gold of the same degree of purity ; 
and the payment would be the most sin^ple imaginable ; for the pieces 
of coin, gold and silver, would be all fractions or multiples of the 
gramme of metal of that standard. 

However, it would still be necessary to enact, that no sum stipu- 
lated in grammes of silver or gold should be payable otherwise thao 
in coin, unless under a special proviso ; else, the debtor might dis- 
charge all claims in bullion of somewhat less value than coin. This 
is obviously mailer of pmclical arrangement ; the principle reqiiirinz 
nolliing, but that the obligation, after mentioning the metal ana 
standard, should specify on ihe face of it, whether payable in naliooa] 
coin or bullion. The only object of such a law would be, to save 
Ihe continual necessity of enumerating many particulars thai would 
llicncc forward be implied. 

A government should never coin the bullion of private persons, 
without charging -the profit, as well as the cost, of the operation. 
The monopoly of coinage will enable it to make this profit some- 
what high: but it should be varied according to the stale of metal- 
lurgic science, and the demand for circulation. Whenever the state 
has little to coin on its own account, it had better lower its charges, 
than let its machinery and workmen remain idle; and, on the oDier 
hand, raise its charges, when the influx of bullion is rapid and super- 
abundant. And in this, it would hut imitate other manufacturers. 
As to the bullion bought and coined by government on ita owa 
account, Ihe coin issued would reimburse the charges; and yield a 
profit by its superior value in exchange; as I have endeavoured to 
prove above, in Section IV. 

To the marks indicative of weight and iiuality, should of course 
be superadded every device lo prevent counterfeils. 

] have not occupied my reader's lime with any obser^'alions od 
the relative proportion of gold lo silver; nor was there any occasion 
to do so. Having avoided any specification of their value under 
any particular denomination, I shall pay no more attention to the 
allcrnaling varialions of that value, than to the fluctuations of the 
rcltitivo value of both lo all other commodities, ' This must be left 
to regulate itself; for any attempt to fix it would be vain.^ With 
regard to obligations, they would be dischargeable in the terms of 
contract: an undertaking to pay \Q0 grammes of silver would be 
discharged by the transfer of 100 grammrs of silver ; unlesii. at the 
time of payment, by mutual consent of the contracting parlies, any 
otiier metal, or goods at a rate agreed on, should be substituted in 
preference. 



ON PRODUCTION. 259 

It would be difficult to calculate the ad\'antage» that would accrue 
to iodoftry in all its branches, from so simple an arrangement ; but 
some ix)tioo of it may be obtained, by considering tlie mischiefs that 
bavo Tosulted from a contrary system. Not oiiiy has the relative 
pociiniary position of individuals been repeatedly overset, and the 
oesl planned and most beneficial productive enterprises altogether 
thwarted and rendered abortive ; but the interests of the public, as 
well as of private persons, are, almost everywhere, subject to daily ' 
and hourly aggression. y^\: . . P 

A medium, composed entirely of either silver or gold, bearing a ' j ^ * 
certificate, pretending to none but its real intrinsic value, and, conse- ; .-\^ *^^ 
quently exempt from the caprice of legislation, would hold out such \i f 
advantages to every department of commerce, and to every class 
of society, that it could not fail to obtain currency even in foreign'^ * ' i 
countries. Thus, the nation, that should issue it, would lx)come a ^ ^y^'- p. 
seneral manufacturer of money for foreign consumption, and might I ^^i, 
derive from that branch of manufacture no inconsiderable revenue, f ' • 
We read in Le Blanc,* that a particular coin issued by »St. Louis, ij^l 7 
and called agnels cToTj from tlie figure of a lamb impressed upon 'V / 
tbeoiv was in great request even among foreigners, and a favourite \ 
money in commercial detilings, for the sole reason that it invariably ] 
contained the same quantity of gold, from tlie reign of St. Louis to / 
that of Charles VL 

Should France be so fortunate as to make this experiment, I hope 
none of those who do me the honour to read this work, will feel any 
regret at the drain of its money, to use the expression of certain 
penons» who neither know nor choose to learn any thing of the 
matter. It is quite clear, that neitlier silver nor gold coin will go 
out of the kingdom, without leaving behind a value fully ccjuiv alent 
to the metal and tlie fashion it bears. The trade and manufacture of 
jewelleiy for export are considered lucrative to the nation; yet ihey 
occasion an outgoing of the precious metals. The beauty of the 
ibrm and pattern adds, to be sure, greatly to the price of the metal 
thus exported; but the accuracy of assay and weight, and, above all 
things, the maintenance of the coin at an invariable standard of 
weight and quality, would be an equal recommendation, and would 
undoubtedly be just as well paid for. 

Should It be objected, that the same system was adopted by 
Charlemagne, when he called a pound of silver a livrr, and that 
notwithstanding the coin has beer) since re[>eatedlv deteriorated, 
until, at last, what was called a livre, contained, in fact, but 1)0 gr,^ 
lansvi'er: 

1. That, neither in the time of Charlemagne, nor at any subse- '\^^ 
qnent period, has there ever been a coin containing a )M)un(l of 
rilver; that the livre has always been a money of account, an ideal 
measure. The silver coin of Charlemagne and his successors, con \ 
sisted of moIb of silver, the sol being a fractional part of the ])oun('^ 
weight 

ifa HUt, des Monnaies de la France, Prolegom. p. 4. 

ft 
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2. None of the coid has ever borne on the face of it the indication 
of the weight of metal it contained. There are extant in ihe col- 
lections of medals many pieces coined in the reign of Cliarlemagne. 
The impression was nothing more liian the name of the monarch. 
with the occasional addition of the name of ihe town where the coin 
was struck, executed in very rude characters; which, indeed, is not 
to be wondered at, conaidenng that the monarch, though an avowed 
patron of literature, was himself unable to write. 

3. The coin was yet further from bearing any thing indicative 
of the standard quality of the metal, and this was the thing first 

I encroached upon ; for the sol in the reign of Philip I. still contained 

' the same fractional weight of the livre as originally ;,bul it was made 

M up of 8 parts of silver to 4 copper, instead of containing, as under 

(* /the second race of monarchs, 12 oz. of fine silver, which was the 

I then weight of the livre. 

The very singular slate of the aclual money of England, and the 
extraordinary circumstances, that have occurred in respect to it 
since the first editions of this work appeared, have given a decisive 
proof, that the mere want of an agent of circulation, or, of the com' 
modify, money, is sufficient to support a paper-money absolutely 
destitute of security for its convertibility at a nigh rale of value, or 
even at a par with metal, provided it be limited in amount to the 
actual demand of circulation.* Whence some English writers of 
great intelligence in this branch of science have been led to con- 
clude, that, since the purposes of money call into action none of the 
physical and metallic properties of its material, some substance less 
costly than the precious melals, paper, for instance, may be etnployed 
in them with good eflecl, if due attention be paid to keep the amoonl 
of tlic paper within the demands of circulation. The celebrated 
Ricardo, has, with this object, proposed an ingenious plan, making 
the Bank or corporate bod/, invested with the privilege of isstung 
the pa])er-money, liable to pay in bulhon for its notes on demand. 
A note, actually convertible on 3emandTnto so much gold or silver 
bullion, cannot fall in value below the value of the bullion it purport^ 
lo represent ; and, on the other hand, so long as the issues of the 
paper do not exceed the wants of circulation, the holder will have 
no inducement to present it for conver.sion, because the bullbn, wbeo 
obtained, would not answer the purposes of circulalion. If a casual 
interruption of confidence in the paper should bring it for convcrsioD 
in too large quantity, the paper remaining in circulation must riae 
in value, in the absence of any other circulating medium, and there 
would be an inducement to bring bullion to the bank to be converted 
into paper-t 

" Vide our Bulhrjr's pnmphlel, entitled, de V Angleterrc, ct dtt Anglait, 1810^ 
3d edition, p. 50, el seq. 

f pToposnli for iin frnnomii-al and lecure Currency, bj D. Ricardo, 1816. It 
pceinn, the British le^ialalure has since sdoplod the expedient of that writer, in 
1810 The experiment ia yet in progress ; and whateTer be ita ultimau reaulL 
it must needa advince the intereata of the ecieace. 



ON raOIHTTlOX >»l 



■ 

The copper coin and that of lutjso molal. an« iu>t. NiriiM)\ $|vnkii^» 
money'; for debts cannot Iv logiilly lonJonHl in tins ooiu, ovrrpi sxwU 
fractional sums* as arc too mimile to U' paid in i;old ov mIv«m\ l«\ili| 
and silver are the only metnl-nionoy o{ almost all ooiuniortMal utUionn* 
Copper coin is a kind of transferable sivurity. a ni^n or i'o|uvMnttn- 
tive of a quantity of silver too diminutive to U« worth tho eonrnffo ; 
andy as such, the government, that issues it. should nlwavh oxrluinmt 
it on demand for silver, wlien tendered to nn amount ei|uul to tito 
smallest piece of silver coin. Otherwise, then^ is wo wMMU'tty n^nuiBt 
the issue of an excess beyond the denuuul of eireulation. 

Whenever there is such an exec\ss, tht« holders, finilin^ tho habci 
tnetal less advantageous than the gold and Hilv(*r it iv|trt«KrutJi hut 
does not equal in value, would strive to get rid of it tu uvory way i 
whether by selling to a loss, or by em|)loying it in iirnleriMico lo |iity 
for low-priced articles, which would t*tMisec|ih*ntly risn in nonuiiid 
price; or by proflering it to their creditors in larger c|uaiiliiy, iliitn 
enough to make up the fractional part of nuuis in ni-i'iMini. Tlin 

Evemment, having an interest in |)re venting its h<*itig at a dini'<Miiit, 
cause that would reduce the profit u|Hin nil future ihnni*^, ^iMM'tally 
authorizes the latter ex|)edient. 

Before 1808, for instance, it wn:4 a le^al lemlrr nt I'aii^ to Ihn 
extent of m of every sum due; which had rx.'irtly (hn Huinn cllcri, 
as a partial debasement of the nafion.'ij currency. Kvi-t y IhhIv hm^w, 
when a bargain was concludcri, thnt he w;in linfilc to U) piml in pio 
portion of A copjK^r or brass metal, to 1'i ?iilv(rr, and inafh* hia * nl 
culation accordingly, on terms |>ro(iortiofi;ifily higher, ihun if no tu* h 
regulation had existed. It is with ihix |;:irti'*ij|:ir, pMrci&i^ly ns with 
the weight and standard of th<: silver '-.oin; ^t'lhriu do not ci'/p fo 
weigh and assay every j^ece they r':c#;iv«;, Uit fli«: dcid'-fs in j/oM 
and nlver* and thosr,- conn'rci/^d v.jih ih'r tr.-i'l'-, uir j^ f|i< iiiJi!!/ on 
the watch to comprire t}/r ifrr:n^>, v.ith !}*#; *tjfr*'/jf, v:»io« *A il.*t 
coin; and« wh'rl*'r.';r th':ir v;sl'y:* 'J.-fftT, l)tt'.y }j:;v«r :oj o|/;y,»'ijfj('y ot 

gain; their of/;rai;onv to 'A/hift 'au-.'-Ii^ ir->\*: :» 'ofis'-jfi? u lA* f*' / Jo 
pat the ryrrent vajryj of tfj*; ^.o n on -^ \*i\*',\ -A^'fi j's i* :j1 vobi* . 

Tl>e oUi^-iTiOJj V.' ;';''-' . 'r '.'.;•;/-: .r* ;j;.j. 'Ofjtj/:* ::;)/«- ift^i^'Jiiujii, 

if no f^«je<Jori. :u'c* '< \*:"*r. rf *rr' :.'.*.•/*: on i^a;i^ p:jVJ, 0;«; in 
frmWC» if M.»id <;}j*r%:j';r 4^ A".>"'.-"^vT., 'j ' "fi.V:-,V V-*' of Wi«. :.:, -yiM*/ 

to lecciv*: yurt j-iayw;::;: •. V':':i«r.' '• vj^n*; v.*,-'.:..: y,i\ a? j* NAo»/'i 

• BaUftL • fnitiiiMuiic •/ "I'-n''/*" » '«' » ^•"- •*»t'U"»r«,y 3. .^ » ij« , .y n.. ,i v.h. 
^id the remuue y itn- fiiriii*T ?■ !*> •jj»»»< • Vif frt««!^.i'^ii. •vjiui;^* •/ J'***!**, v 
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be, if the franc were made lo contain less, of silver and more of 
alloy. 

\ct, it is lo be observed, that, on the whole, the value of money 
is not 90 much affected by this circumstance, as by Ihe mizture of 
alloy ; for the alloy has positively no value whatever, for the reasons 
above slated ;• whereas, the copper monev, payable in the ratio of 
»V, had a amall intrinsic value, tnough inferior to the sum in silver, 
it was made to pass for ; had it been of equal value, there would have 
been no occasion for an express law to give it currency. 

As long as a government gives silver on demand for the copper 
and base metal regularly presented, it can with little inconvenience 
give them very tnfling intrinsic value; the demand for circulation 
will always absorb a very large quantity, and they will maintain 
their value as fully, as if really worth the fractional silver represented; 
on exactly the same principle, as a bank-note passes current, and that 
too for years togclher, without any intrinsic value, just as well as if 
really worth the sum it purports on the face of it to contain. In this 
manner, such a coinage can be made more jjrofitable to the govern- 
ment than by any compulsion to receive it in part payment; and the 
value of the legal coin will sufler no depreciation. The only danger 
is that of counterfeits, which there is the strongest stimulus for ava- 
rice to fabricate, in proportion as the difference between the intrinsic, 
and the current value, grows wider. , ^ 

The last Kiiig^of Sardinia's predecessor, in atl«npting to with- jj 
draw from circulation a base currency, issued by his faihoivin a 
period of calamity, had more than thrice the quantity orign^Uy 
issued by the government thrown upon his hands. The same thing 
happened to the king of Prus$ia,<vvlien, under the assumed name of 
the Jew Ephraim, he withdrew tile base coin he bad compelled the ^\ 
Saxons to receive, during his distresses in the seven years' war;f / /' 
and for exactly the same reason. Counterfeits of the coin are usually ,'1 
executed beyond the national frontier. In England it was attempted ' 
to remedy this evil in the year 1799, by a coinage of half-pence 
with a very fine Impression, and executed with an atteitlioa lutd 
perfection, that counterfeiters can rarely bestow. 



^aC^' 



^ 



Of Che prefirabte Foria of Coined Mimey. 

The wear of the coin by friction is proportionate to the extent of 
its surface. Of two pieces of coin of equal weight and quality, that 
will suffer least from continual use, which offers the least surface to 
the friction. 

The spherical or globular form is, consequently, preferable in tliis 

* Siipra, p. 166. 

i MoTifftz, Contider, fvr let Mormaiet, p. 31. 
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remct, as least Gable to wear; but it has been rejected on account 
of Its iBcoavenience. 

Next to this form, the cylinder, of equal depth and breadth, is 
chat, which exposes the smallest surface ; but this is fully as incon- 
veaieDt as the other; the form of a very flat cylinder has, conse- 
quently, been very generally adopted. However, from what has 
been already said, it will appear, that the less it is flattened the bet- 
ter; and that the coin should rather be made thick than broad. 

With regard to the impression, the chief requisites are, 1. That it 
specify the weight and auality of the piece ; 2. That it be very dis- 
tinct, and intelligible to the meanest capacity; 3. That the die oppose 
all possible difliculties to the defacing or reducing of the coin; that 
IS to say, that it be so contrived, that neither the ordinary wear nor 
fraudulent practices should be able to reduce the weight without 
destroying the impression. The last coined English half-pence have 
a cord, not projecting, but indented in the thickness of tne circum- 
ference, ana occupying the central part of the circumference only, 
ao as to make it tiabks neither to clipping nor wear. This mode 
might be adopted in the silver and gold coinage with certainty and 
success ; and it is of much more consequence to prevent their dete- 
rioratioQ. 

When the impression is in basso relievo, it should project but 
little, for the convenience of piling the pieces one upon another, as 
well as 10 reduce the friction. On the same account a projecting 
impression should not be too sharp on the surface, or it would wear 
away too rapidly. With a view to prevent this, experiments have 
been nmde of dies executed in alto relievo ; but it was found that 
the coin was thereby too much weakened, and liable to be bent or 
broken. This plan, however, might possibly be practised with advan- 
tage, if the pieces were secured by greater thickness. 

ihe same motive of giving to the coin the least possible surface, 
ahouid induce the government to issue as large pieces as convenience 
wiH admit; for the more pieces there are, the greater is the surface 
exposed to friction. No more small pieces of coin should be issued, 
than just enough to transact exchanges of small amount, and to pay 
fractional sums. All large sums should be paid in large pieces 
of coin. 



Section XIL 
Of ike P^rtf, en whom the Los$ of the Coin by Wear should properly fall 

It has been a question, who ought to defray the loss, consequent 
upon the friction or wear of the coin? In strict justice, the person 
who had made use of il, in like manner as tlie wearer of anv other 
commodity. A man, that re-sells a coat after having worn il, sells 
il for leas than he gave for it when new. So a man, that sells a 
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crown-piece for some other commcdity, should sell it for less than 
lie gave j that Is to say, should rccuivo a smaller quantity of goods 
than he ohtained it u'itl). 

But the portion of a specific coin, consumed in its passage through 
ihe hands of any or>e honest person, is less than almost any assigna- 
ble value. It may circulate for many years together, without any 
sensible diminution of its weight; and, when (he diminution is dis- 
covered, it may be imiMssible to tell, by which of the innumerable 
holders it was efl'ecled, I am aware, that each of them has impcr- 
cepiibly shared the depreciation of its exchangeable value, occasion- 
ed by the ^vear ; that the quantity of goods it would purchase has 
declined bv an insensible gradation ; that, ahhough the depreciation 
has been imperceptibly progressive, it becomes at last very manifest; 
and that woni money will not be taken at par with new coin. Cod- 
sequenlly, I think, that, if an entire class of coin were gradually so 
reduced as to Tnake a re-coinage necessary, its holders could not in 
reason expect that their reduced coin should be exchanged for new 
at par, piiice for piece. Their money should be received, even by 
the government, at no more than its real value; Ihe silver it contains 
is less in quantity than at the first issue; and it has been received by 
the holders al a lower rate of value ; they have given for it less goods 
tlian they would lia\-e done in the outset 

In fact this is the course that ri"id justice w jld prescribe ; birt 
there are two reasons, why it shoutd not be strictly enforced. 

1. Each individual piece of coin is not, if I may be allowed Ihe 
expression, a substantive article of commerce, lis exchangeable 
value is calculated, not according to the weight and quality of the 
identical piece in question, but according to the average weight and 
quality of the coin in large quantities, as ascertained by common 
experience. A crown ]iiece of an earlier date, and more worn, is 
yet freely received in exchange for one more new and perfect ; the 
difference is sunk in Ihe average. The mint issues new pieces every 
year of the full weight and standard, which prevents the coin from 
declining sensibly in value, in consequence of the friction, even for 
many years after its issue. 

This circumstance is illustrated by the fact, of Ihe French pieces 
of 13 and 24 sows passing current at par with the crown-pieces of G 
Hares without any dililculiy ; although the same nominal sum, in the 
shape of the worn pieces of 12 and 24j., contained in reality about 
J less silver than the crown-piece. 

The subsequent law, which prohibited their being taken by the 
public receivers or private persons al more than 10 and 20 soas, 
rated ilicm at their full intrinsic value, but below the rate, at which 
the then holders had (akon them. For their value had been previously 
kept up to 12 and 24 sous in spite of the wear, by reason of their 
passing current at par with the crown-piece. Thus, the last holder 
was saddled with ihc entire loss of a friction, to which tlie innutner- 
nbte hands they had passed through had all contributed, 

3. The impression is equally eHcctual in giving currency at the 



CukVb SOL ON PRODUCTION. 265 

but as at the first, although it becomes in course of time scarcely, 
if at ail visible; witness Uic shillings of England. The coin derives, 
as above explained, a certain degree of value from the mere impres- 
mOf which value has been admitted and recognised throughout, 
until it reaches the ultimate holder, who has in consequence received 
it at a higher rate, than he would a piece of blank bullion of eaual 
weight To saddle him with the diflerence, would be to make him 
lose the whole value of the impression, although it has been equally 
serviceable to perhaps a million of others. 

On these |prounds, I am inclined to think, the loss by wear, and 
that of the mipression, should be borne by the community at large ; 
that is to say, oy the public purse : for the whole society derives the 
benefit of the money ; and it is impossible to tax each individual, in 
theprecise proportion of the use he has made of it. 

To conclude : every individual, that carries bullion to the mint to 
be coined may be fairly charged the expenses of the process, and, 
if thought advisable, the full monopoly-profit Thus far there is no 
harm done : his bullion is increased in value to the full amount of 
what he has been charged by the mint ; other^vise, he would never 
have carried it thither. At the same time, I am of opinion, that the 
mint should always give a new piece in exchange for an old one on 
demand : which need nowise interfere with the utmost possible pre- 
cautions against the clipping and debasing of the coin. The mint 
should refuse such pieces as have lost certain parts of the impression, 
which are not liable to fair and unavoidable wear ; and the loss in 
that case should fall on the individual, careless enough to take a piece 
thus palpably deficient The promptitude, with which the public 
woula take care to carry injured or suspicious pieces to the mint, 
would greatly facilitate the detection of fraudulent practices. 

With diligence on the part of the executive, the loss arising from 
this source might be reduced to a mere trifle, and the system of na- 
tional money would be materially improved, as well as the foreign 
exchange. 



CHAPTER XXII. 

or SIGNS OR REPRESENTATIVES OF MONET. 

Sbction I. 

Of BUU qf Excfumge and Letters of Credit, 

A BILL of exchange, a promissory note or check, and a letter ol 
credit, are written obligations to pay, or cause to be paid, a sum of 
money, either at a future time, or at a different place. 
28 21 
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The right conveyed by the assignment of these engagements, 
though not capable of being enforced immediately, or elsewhere 
than at the siipulaled place, yet gives them an actual value, greater 
or less, according to circumstances. Thus a bill of exchange lor 100 
dollars, payable at Paris at two months' date, may be negotiated or 
sold, at pleasure, at the rate of, say 9!) dollars, while a letter of credit 
of like amount, payable at Marseilles in the same space of time, will, 
perhaps, be worth at Paris but 98 dollars. 

These engagements may be used as money in all transactions of 

Eurchase, as soon as they arc invested with actual present value, 
y the prospect of their future value; indeed, most of the greater 
operations of commerce are effected through the medium of these 

Sometimep, the circumstance of a bill of exchange being payable 
at another place will increase, instead of diminishing its value; hut 
this depends upon the stale of commerce for the lime being. If the 
merchants of Paris have large payments to make to those of London, 
they wilt readily give more money at Paris for a bill upon London, 
than it will produce to the holder at the lailer place. Thus, although 
the pound sterling contain precisely as much silver as 24 fr. 74 
cents, they will, perhaps, give at Paris 25 Jr., more or less, for every 
pound sterling payable in London.* 

This is what is called the course of exchange, being, in fact, a 
mere specification of the quantity of precious metal people will con- 
sent to give, for the transfer of a right to receive a given quantity 
of the same metal at any other .specified place. The particular 
locality of the metal reduces or increases its value, in relation to the 
same melal situated elsewhere. 

The exchange is said to Ijc in favour of any country, France, for 
example, whenever less of tlie precious melal is there given for, than 
will be produced by, a bill of exchange upon another country; or 
whenever in the foreign country more of the precious metal is given 
for a bill of exchange on France, than it will there produce to the 
holder. The ditference is never very considerable, and cannot ex- 
ceed the charge of transporting the precious melal itself; for, if a 
foreigner, who wants to make a payment at Paris, can remit the sum 
in specie at less expense than he could be put to by the existing 
course of exchange, he would undoubtedly remit in specie.-f- 

It has been imagined by some people, that all debis to foreigners 
can be paid by bills of exchange; and measures have been frequently 
suggested, and sometimes adopted, for the encouragement of this 
ficitiioiis mode of payment. But lliis is a mere delusion. A bill 
of exchange has no intrinsic value; it can only be drawn upon any 

* If tliD credit on I/tntlan be pnjable in paper-money instead of specie, dia 
touree ofexchange with Paris of tho pound sterling-, rany, perhaps, fall to 31^., 
ISyV., or even less, in proportion to the discredit of Ihc paper of England. 

t In tlint expense I incluilc the charjre and risk of trunaport and of smaggling 
al»n, ir the export of specie he pmhibiled ; which latter is proportionate to tho 
difficulty of Ihe operation. The risks are estimated in the rale S insuniDee. 
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phoe for a sum actually due at that place ; and no sun) can be thero 
actuallj due, unless an equal value, in some shape or other, has been 
remitt^ thither: the imports of a nation can only be paid by the 
national export; and Dice rers^. Bills of exchange are a mere 
representative of sums due; in other words, the merchants of one 
country can draw bills on those of another for no more, than the 
fall amount of the goods of every description, silver and gold in- 
cluded, which they may have sent thither directly or indirectly. If 
one country, say France, have remitted to another country, Ger- 
many perhaps, merchandise to the value of 2 millions of dollars, and 
the latter have remitted to tlie former to the amount of 3 millions 
of dollars, France can pay as much as 2 millions by the means of 
bills of exchan^, representing the value of her export ; but the 
remaining 1 million cannot be so discharged directly, although pos- 
sibly they may by bills of exchange upon a third country, Italy, for 
instance, whither she may have exported goods to that extent. 

There is, indeed, a species of bills, called by commercial men, 
accommodation-paper, which actually represents no value whatever. 
A merchant at Paris, in league with another of Hamburgh, draws 
bills upon his correspondent, which the latter pays or provides for, 
by re-drawing and negotiating or selling bills at Hamburgh upon 
his correspondent at Paris. So long as these bills arc in possession 
of any third person, that third person has advanced their value. 
The nojgotiation of such accommodation-paper is an expedient for 
borrowing, and a very expensive one ; for it entails the loss of the 
banker's commission, brolceragc and other incidental charges, over 
and above the discount for the time the bills have to run. Paper of 
this description can never wipe out the debt, that one nation owes 
another; for the bills drawn on one side balance and extinguish those 
on the other. The Hamburgh bills will naturally counterpoise those 
of Paris, being in fact drawn to meet them; the second set destroys 
the first, and the result is absolute nullity. 

Thus it is evident, that one nation cannot otherwise discharge its 
debts to another, than by remittance of actual value in goods or 
commodities, in which term I comprise the precious metals, amongst 
others, to the full amount of what it has received or owes. If the 
actual values directly remitted thither arc insufficient to balance the 
receipts or imports thence, it mav remit to a third nation, and thence 
transport produce enough to make up the deficit How does France 
pay Russia for the hemp and timber for ship-building imported 
thence t By remittance of wines, brandies, silks, not merely to 
Russia, but, likewise to Hamburgh and Amsterdam, whence again a 
remittance of colonial and other commercial produce is forwarded 
to Russia. 

Governments have commonly made it their object to contrive 
that the precious metals shall form the largest possible portion of 
the national import from, and the least [)ossible yn^rtion of the na- 
tional export to, foreign countries. I have already taken o<*.caHion 
to remark, with regard to what is improperly calletl tlic balance of 
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trade, thai, if the national merchant finds the precious metals a more 
profilable forcigQ remittance than anoiher commoditj-, il is likewise 
the interest of the stale lo remit in that form ; for the state can only 
gain and lose in the persons of its individual subjects; and, in the 
matter of foreign comjnercc, whatever is best for the individuals in 
the aggregate, is best for the state also.* Thus, when impediments 
are thrown in the way of the export of the precious metals by in- 
dividuals, the effect is to compel an export in some other shape, less 
!ous to the individual and the public too. 



^ 



r^. 



Of Bankt qf Deposit. 



The constant intercourse between a small slate and its neighbours 
occasions a perpetual influx of foreign coin. For, although the small 
state may have a national coinage of its own, yet, the frequent neces- 
sity of taking the foreign instead of the national coin in payment, 
requires the fixation of the ratio of their relative value, in the current 
transactions of business. 

There are many mischiefs attending the use of foreign coin, aris- 
ing chiefly from the great variation of weight and ([uality. It is 
often extremely old, worn, and defaced ; not having participated in 
the general re-coinage of the nation that issued il, where, perhaps, 
it is no longer current; all which circumstances, though considered 
in settling its current relative value lo the local coin, yet, do not quite 
reduce it lo the nalural level of depreciation. 

Bills drawn from abroad upon such a slate, being payable in the 
coin thus rendered current, are, in consequence, negotiated abroad 
at some loss; and those drawn upon foreign countries, and, conse- 
quently, payable in coin of a more steady and intelligible value, are 
negotiated in a smaller stale at a premium, because the holder of 
them must have purchased them in a depreciated currency. In 
short, the foreign coin is alwaj's exchanged for the local currency 
to a loss. 

The remedy devised by states of this inferior class is the subject 
of the present section. They established banks,f where private 
merchants could lodge any amount of local national coin, of bullion, 
or of foreign coin, reckoned by the bank as bullion; and the amount, 

• Tliia position appliea to fureign commerce only ; Iho nionopolj-profiU of 
indiviiiimis in tlie home-market are not entirely national g^ine. In internal deal- 
ings, tlie sum of tlie ulilit; obtained is all that is acquired by tbe community. 

-) Venice, Genoa. AniBterdam, anil Hamburgh had each an eBtabtiEhment of 
\\i\t nature. All have been swept away by llie torrent of the revolutionary war; 
but tliere may be aimo use in examining the nature of institutions that may 
some day or other be rc-cata.btished. Besides, the investigation will throw light 
upon the liistoty of the cominunitieN tlial ealablishcd them, and of commerce in 
jreneral. At any rate, il waa necessary to enumerate all the various expcdieata 
Uial liave been resorted to as substitutes for money. 
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so lodgedp was entered as so much money of the legal national 
sUndard of weight and quality. At the same time« the bank opened 
an account with each merchant making such deposit, giving him 
credit for the amount of the deposit. Whenever a merchant wanted 
to make a payment, there was no occasion to touch the deposit at 
all ; it was sufficient to transfer the sum required, from the credit of 
the party paying, to that of the party receiving. Thus values could 
be transferred continually by a mere transfer in the books of the 
bank. The whole operation was conducted witliout any actual 
transfer of specie ; the original deposit, which was entered at the real 
intrinsic value at the time of making it, remained as security for the 
credit transferred from one person to another ; and the specie, so 
lodged with the bank, was exempt from any reduction of value by 
wear, fraud, or even legislative enactment. 

The money still remaining in circulation, wherever it was ex- 
changed for the bank deposits, that is to say, for entries in the bank 
books, necessarily lost in proportion to the reduction of its intrin- 
sic value. And this loss occasioned the difference of value, or 
asio at Amsterdam, between bank money and circulating money, 
which was on the average from 3 to 4 per cent, in favour of the 
former. 

It will easily be imagined, that the bills of exchange, payable in a 
currency so little liable to injury or fluctuation, must be negotiable 
on better than ordinary terms. In fact, it was observable, that on 
the whole, the course of exchange was rather in favour of the coun- 
tries that paid in bank, and unfavourable to those that paid in circu- 
lating money only. 

The bank retained the deposit^s in pcr|X5tuity ; for the re-issnc 
would have been attended with serious loss ; inasmuch as it would 
have been the same thing, as pro<lucing good money of the full 
original value, to be taken at par with the detcrioratcil circulating 
coin, which passes current for — not its intrinsic, but its average 
weight The coin withdrawn from the bank would have been 
mixed up with the mass of circulation, and passed current at par 
with the rest So that the withdrawing sucn deposits would have 
been a gratuitous sacrifice of Uie excess of value of bank above cir- 
culating money. 

This is the nature of banks of deposit ; most of which combincil 
other operations with the primary object of their institution ; but of 
them I shall speak elsewliere. They derived their profits, partly 
from a duty levied upon every transfer, and partly from operations 
incident to, and compatible with, their institution ; as, for example, 
advances made upon a deposit of bullion. 

It IS evident, that the inviolability of the deposit, confided to 
tbem, is essential to the success of such establishments. At Amster- 
dam, the four burgomasters, or municipal magistrates, were trus- 
tees for the creditors. Annually, on leaving ollice, they handed 
over the trust to their successors, who, after inspecting the account, 
and verifying it by the registers of the bank, bound themselves by 
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oath, lo surrender their charge inviolale to their s ;i rs in of&t;& 
This trust was scrupulously executed from the first i biishment of 
the bank in ICOO until 1072, when the forces of Loi XIV. pene- 
trated as far as Utrecht. The dcjwsits werelnen faitniully restored 
to the individuals. It would seem to have been afierwarda less 
scrupulously managed ; for, when Ihe French look possession of that 
capital, in 1794, and called for a statement of ihe concern, it was 
found lo be In advance of no less a sum than 10,024,103 forim to 
the India company, and to the provinces of Holland and Weat- 
Friezeland, which were wholly unable to repay it. In a country 
governed by a povyer without control or responsibility, it may bis 
expected, that such a deposit! would have been siiU more exposed to 
violauon. (a) " "" 



r Discount, and of Bank-noUt, or 
Constrtible Paper. 

There is another kind of bank, founded on (otally different prin- 
ciples; consisting of assctcia let! capitalists, subscribing a capital in 
transferable shares, to be prnpli»ed in various profitable ways, but 
fihielly in the discount of promLsory notes and bills of exchanger 
thai is to say, the advance of ihii value of commercial paper not yet 
due, with the deduction of inlej-ckt for the time it has lo run, which 
is called, the discount. 

These companies, with a view fo enlarge their capital and extend 
their business, commonly issue notes, purporting to bear a promise 
lo pay to the bearer on demand, ihe gold or silver specified on the 
face of ihem. Their security for ihe due discharge of these engage- 
ments is, the commercial paper held by the bank, and subscribed 
by individuals in solvent circumstances; for the company gives its 
notes in discount, or, what is the same tiling, in purchase of this 
paper. 

The private commercial paper, indeed, having a term to run 
before it falls due, can not be available in discharge of notes payable 
on demand ; for which reason, every well-conducted bank of circu- 
lation confines its advances of casn, or notes payable in cash on 

(u) Public Imnks of deposit nre now quite obsolete, and will probably never be 
revlvoil. In fuct they are cluiriEy cxpodienta, iiuited only to the early ala?ea at 
commercial prosperity, and arc liahle to many inconveniences. They hold oat 
a strong templalioti lo internal fraud and violence, as well aa to exlemal raptci- 
ly ; they withdraw from active utiiily a Inrg'G portion of the precious meUla, 
which inighi ncrhnpit be turned to belter account elsewliere ; and they yield ■, 
degree of facilily of circulation nowise superior to what may be allbrded by Um 
common pri>cesa of banking', except perhaps in security, and infinilely more ej.' 
penaive to the public and Lo individuals. They have according'ly Men eveir- 
where supplanted by Uanks of circulation, or by the expedient of an incoDvertiU* 
ytpei-taoaej. T. 
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demandf to the discount of bills at very short dates, and is careful 
to have always in hand a considerable amount of specie, probably a 
third, or as much as the half of the total amount ot their circulating 
notes; and» even with all possible caution, it is at times greatly 
embarrassed, whenever a want of confidence in its solvency, or any 
untoward event, causes a sudden run upon the bank for cash. The 
bank of England has been obliged, on an occasion of this kind, to 
scrape together as many sixpences as it possibly could find, to gain 
time by the delay inseparable from payments in such a diminutive 
coin, until a part of the paper in its possession had fallen due. The 
discount bank of Paris, in the year 1788, being then under control 
of jzovernment, had recourse to similar paltry expedients. 

The profits of banks of circulation are very considerable ; that 
portion of the notes, which is issued on the credit of private com- 
mercial paper, continues running at interest ; for the advances have 
been made with the deduction of the discount But the portion of 
the paper, issued on the credit of the specie in reserve, brings no 
profit; the interest lying dormant in the specie thus withdrawn from 
circulation. 

The banks of England and France make no advances to private 
persons, except on bills of exchange, and give no credit beyond the 
funds in hand. They indemnify themselves for the trouble of 
receiving and paying on account of individuals by turning to 
account the floating balance left in their hands. These two estab- 
lishments have, besides, undertaken the business of paying the inter- 
est upon the respective national debts, receiving an allowance for 
their trouble : furthermore, they occasionally make advances to the 
governments. 

Prom these various operations, they derive a great increase of 
their profits. The one last mentioned, however, is completely at 
variance with the purposes of their establishment, as we shall pre- 
sently find. The advances made to the old government of France 
by the then bank of discount, and those of uie bank of England to 
the English government, compelled those bodies to apply to the 
respective legislatures to give tncir notes a compulsory circulation ; 
thus destroying their fundamental requisites of convertibility. The 
consequence has been, that the former of these banks went all to 
pieces. 

The establishment of several banks, for the issue of convertible 
notest is more beneficial than the investment of any single body 
with the exclusive privilege ; for the competition obliges each of 
them to court the public mvour, by a rivalship of accommodation 
and solidity. 

Banks of circulation issue their notes cither in the discount ot 
promissory notes or bills of exchange, that is to say, in giving their 
notes payable on demand, and circulating like cash, in exchnns^c for 
private paper payable at a future date, u|xm which interest is deduct- 
ed ; which is the course pursued by the present bank of France, anu 
by all the English banks, public and private ; or else in lending at 
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interest to solvent individuals, like those of Scotland. erchanta of 
good credit are, in the latter way, supplied with the i s necessary 
lor their current expenses and payments, and each of in n is thereby 
enabled to oinbavk his whole capital in his commercial enterpnsest 
■without being obliged to reserve any part to meet the calls upon him 
in the course of business. The merchant of Paris or London must 
contrive matters, so as to have always on hand either in his private 
coffers or in the bank, a sum sufficient to face the demands upon 
him i whereas, the merchant of Edinburgh is relieved from this 
necessity, and at liberty to invest the whole of his funds, in the con- 
fidence that the bank will advance him the money he may happen 
to require, (a) 

A bank of circulation affords the advantage of economizing capi- 
tal, by reducing the amount of the sum, kept in reserve for the cur- 
rent and contingent expenses of the individuals it accommodates. 

Bank bills or notes, payable on demand, and circulating as cash, 
play so important a pan in the progress of national wealth, and 
nave engendered such important errors in the brain of many writers 
of repute and information on other topics, thai it will be worth while 
to examine their nature and consequences in a very particular 
manner. 

1 should premise, that the residue of this section applies ex- 
clusively to bank-notes, depending solely upon the credit of the 
bank for their currency, and convertible at pleasure into cash or 
specie. 

It is a matter of no less curiosity than of importance, to inquire 
whether bai.k-notes, or paper destitute of intrinsic value, be any 
addition to the slock of national wealth, and what, if any, is the pos- 
sible extent of that addition; for, were there no limits to it, inere 
could be no end to the wealth, that a state micht acquire in a short 
time by the mere fabrication of some reams of paper. The solution 
of this grand problem may be set down as one of Smith's happiest 
efforts; yet it is not every body that comprehends his reasoning; I 
will try to render it more generally intelligible. 

The wants of a nation require a certain supply of such particular 
commodity, and ihc extent of that supply is aelermined by the rela- 
tive prosperity of the nation for the time being. A surplus of each 
of those commodities beyond this demand is either not produced at 
all, f>r, if produced, must occasion a decline of relative local value: 
it, ihoretbre, naturally finds its way out of the country, and goes in 
quest of a market, where it may he in higher estimation. 

Money is, in this respect, like all other commodities ; it is a coi>- 

(a) The two methods resolve themselves practically into one ; for merchanti 
ut c<kh) credit can alwnys procure discouTitablc paper; and the sole essential 
difference is, that, in one cnse, the credit ia inciividuol and unevidenced, in the 
other evidenced, nnd, in moBt ciLses, joint BJ^n. T)ie bank of England requires 
the namea of more than one firm on the paper it discounts. Gauntry bankert 
(iften content tticmsBlves with the security, or note of luad, of the botrnwu 



ChuffL ZZIL ON PRODUCTION. 273 

Taniflnt agent, and, therefore, employed as such in all operations of 
exchange; but the intensity of the demand for it is determined in 
each community, by the relative extent and activity of the exchanges 
negotiated within it As soon as there is a supply of money sutK- 
cienl to circulate all the commodities there arc to be circulated, no 
more money is imported; or, if a surplus flow in, it emigrates again 
in quest of a market, where its value is greater, or where its utility 
is more desired. It is seldom or never that any body keeps in his 
parse or his coffers more specie than enough to meet the current 
oemands of his business or consumption.* Every excess beyond 
these demands is rejected, as bearing neither utility nor interest ; 
and the community at large is fully supplied witli s|%cic, as soon as 
each individual is possessed of the portion suitable to his condition 
and relative station in society. 

It may be safely lefl to private interest, to make the best use of 
the excess of specie beyond the demand for circulation. The notion 
that every item of specie, that crosses the frontier, is so much dead 
loss to the community, is just as absurd as t\\o supposition, that a 
manufacturer is so much the poorer, every time he parts with his 
money in the purchase of the ingredient or raw material of his manu- 
facture; or that individuals, the aggregate of whom makes up the 
nation* present foreigners gratuitously with all the money they part 
with. 

Takine it for granted, then, that the specie, remaining in circula- 
tion within the comtnunity, is limited by the national demand for 
circulating medium; if any expedient can l)c devised, for substi- 
tuting bank-notes in place of half tiic s|>ccic or the con)mf>dity, 
monev, there will evidently l)c a suporahundance of nietal-nioncy, 
and that superabundance must 1x2 followed by a diminution of its 
relative value. But, as such diminution in one |)lare by no means 
implies a contemporaneous diminution in other ]>larcs, where the 
expedient of bank-notes is not resorted to, and where, ronse(|ucntly, 
no such superabundance of the commodity, money, exists, money 
naturally resorts thither, and is attracted to the spot where it I)ear8 
the highest relative value, or is cxirhangcahle for the largest quantity 
of other goods: in other words, it flows to the markets where com- 
modities are the chcaf)ost, and is replaced by goods, of value ecpinl 
to the money ex[3orted. 

The money that can emigrate in this manner, is that part only of 
the circulating meditim, which has a value elsewhere than within the 
limits of the nation ; that is to say, the spetMc or metal-m(»ney. Since, 
however, specie does not emigrate without an ecpiivalonl return ; 
and, since its value, whi(!h lH;iore existed in the s1):i}k; of spcric, and 
was exclusively engaged in facilitatinix circulation, thenceforth 
assumes the form of a variety (»f f.ommodities, all items of the repro- 
ductive national capital, there follows this remarkable conse(|U(mce . 
that the national capital is enlarged to the full amount of all the spe- 

* No account ii here takon of tho monpy hoarrlml, which, for the national ui- 
might just aa well have remained in the mine. 

2K 
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nie exported upon ihe introduction of the : Nor ia the 

internal national circulation at all cramped lor want of money by 
iJiis export ; for the functions of the specie, that has been withdrawn, 
arc just as well performed by the paper substituted in its stead. 

However valuable an acquisition the national capital may thus 
receive, it must not be rated above its real amount. I have supposed, 
for tlie sake of simplicity, that half the specie might be replaced W 
circulating notes : but this is a monstrous proportion ; particularly if 
it be considered, that paper cannot retain its value as money any 
longer than while it is readily and instantly convertible into specie; 
I say, readily and instantly, because otherwise people would prefer 
specie, which is at all limes, and without the least hesitation, taken 
for money. To insure this requisite convertibility, it is necessaiy, 
that, besides having at all times a fund in reserve, in private bills or 
securities, or in specie, sufficient to meet all the notes tliat may be 
presented, the bank itself should be at all times within the reacn of 
the holders of its notes. Therefore, if the territory be of any extent, 
and the notes so generally circulated, as to form half of the circu- 
lating medium, the subordinate offices of the bank must be greatly 
multiplied to place them within reach of all the note-holders, 

Dut, granting the possibility of such an arrangement, and admit- 
ting, tlial paper might supplant as much as half the requisite national 
currency of specie, let us see what would be the amount of the Re- 
quisition to the national capital. 

No writer of repute has ventured to estimate the requisite circo- 
lating specie of any nation, higher than J of the annual ontinnal 
product; some, indeed, have reckoned it aa low as j'j, Takii^ 
the highest estimate, viz. } of the annual product, which, for my 
own part, I consider greatly above liie reality in any case ; a nation, 
whose annual product should amount to 20 millions, would need bat 
4 millions of specie. Therefore, in case the half, or 2 milliomi, 
were supplanleti by circulating paper, and employed in augmenting 
the national productive capital, that capital would be once for aJl 
augmented, by a value equal to /j or j\ of iho annual product of 
the nation. 

Again, the annual product of a nation would, probably, be much 
overrated at tV of the gross national productive capital ; but let it 
be set down at that rale, allowing 5 per cent, interest on productive 
capital, and 5 per cent, wages and profits of the industry it sets in 
motion. On this calculation, supposing the paper substitute to add 
to the national capital, in the ralio of y^ of its annual product, this 
addition will not a( the highest estimate exceed jij of the previous 
capital. 

Although Ihn practicable issue of bank-notes procures to a nation 
iif mnderaT.e weahh an accession of capital, much |i [;onsiderabIc 
than people may fondly imagine, this accession is, no ^iihsianding, 
jf very great value; tor, unless the productive irgy of thenatioa 
be extremely great, as in Great Britain, or t tal spirit of 

frugality very general and persevering, as the auBnil 
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savings withdrawn from unproductive consumption, to be added to 
productive capital, form, even in thriving states, a very inconsidera- 
ble portion of the gross annual revenue. Nations, whose production 
IB stationary, as every body knows, make no addition to their pro- 
ductive capitals; and the consumption of those on the decline an- 
Dually encroaches on their capitals. 

Sliould the paper-issues of a bank at any time exceed tlio demands 
of circulation, and tlie credit enjoyed by the establishment, tliere 
follows a perpetual reflux of its notes, and it is put to the ex^iense of 
collecting specie, which is absorbed as fast as collected. Tlie Scotch 
banks, though productive of great benefit, have been obliged, uf)on 
such trying occasions, to keep agents in I^ndon constantly employ- 
ed* in scraping specie together at a charge of two per cent., which 
specie was instantly absorbed. The bank of England, in similar 
circumstances, was under the necessity of buying gold bullion, and 
getting it coined ; and this coin was melted a^in as fast as it was 
paid by the bank, in consequence of the high price of the metal, 
which was itself tlie effect of the constant purchases made by the 
bankt to meet the calls upon it for specie. In this manner, it sus- 
tained the annual loss of from 2^ to 3 per cent., upon a sum of about 
850^0(MI/.,* more than 20 millions of our money. I say nothing of 
the situation of this bank of late years, since its notes have ac({uired 
a forced circulation, and, consequently, altered their nature entirely. 

The notes issued by a bank of circulation, even if it have no funds 
of its own, are never issued gratuitously ; and, therefore, of course, 
imply the existence, in tl)e coffers of the bank, of a value of like 
amount, either in the shape of sj>ecie, or of securities, bearing in- 
terest; upon which latter only the whole real advance of the l):ink is 
made; and this advance can never be made upon securities that have 
a long time to run ; for the securities are the fund, that is to provide 
for the discharge of another class of securities, in the hands of the 
public at large, payable at the shortest of all possible notice, namch', 
on demand. Strictly s|)eaking, a bank can not be at all times in a 
condition to face the calls upon it, and deserve the entire confidence 
of the public, unless the private paper it has discounted, be all, like 
its own notes, payable on demand; but, as it is no easy ninfter to 
find substantial assets, that shall bear interest, and at the same time 
be redeemable at sight, the next best course is to confine its issues 
to bills of very short dates; and, indeed, well-conducte<l banks have 
always rigidly adhered to this principle. 

From the preceding considerations may be deduced a conclusion, 
fatal to abundance of systems and projects, viz. that credit -pa per can 
supplant, and that but partially, nothing more than that intrtion of 
the national capital performing the functions of money, whifh (Mr- 
culatesfrom hand to hand, as an agent for the facility of transfer; 
consequently, that no bank of circulation, or credit-paper of any de 
nomination whatever, can supply to agricultural, manufacturing, or 

* Wealth of Nations, book il c. 2. 
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commercial enterprise, any funds for the conslruclion of ships or 
macliinery, for the digging of mines or canals, for the bringing of 
waste land ialo cultivation, or the commencement of long-winded 
speculations ; any funds, in short, to be employed as vested capital. 
The indispensable requisite of credii-paper is, its instant cotiverd- 
biiity into specie j when (he sum total of the paper issued does nol 
exist in the collers of the bank, under the shape of specie, the deficit 
should at least be supplied by securities of very short dales ; where- 
as, an cstablishmcjit, ihat should lend its funds to be vested in enter- 
prises, whence they could not be withdrawn at pleasure, could never 
be prepared with such securities. An example will illustrate [bis 
position. Suppose a bank of circulation to lend 6,000 dollara of 
its notes, circulating as cash, to a landholder on mortgage of his 
land, presenting the ajnplesl security. This loan is destined by the 
landholder to the construction of necessary buildings, for the culti- 
vation of the estate; for which purpose he contracts with a builder, 
and pays him the G,000 dollars of notes advanced by the bank- 
Now, if the builder, afier a short lapse of time, be desirous of Iutd- 
ing tlie notes into specie, the bank can not pay him by a transfer of 
the mortgage. The only properly the bank has to meet the 6,000 
dollars oi notes is a security, ample beyond doubt, but not available 
at the moment. 

The securities in the hands of a bank, I hold to be a solid basis 
for the whole of its issues of notes, provided those securities be of 
solvent persons, and have not too long to run ; for the securities will 
be redeemed either with specie, or with the notes of the bank itselH 
In the first case, the bank is supplied with the means of paying its 
notes; in the second, it is saved the trouble of providing for them. 

If, by any circumstance, the notes be deprived of their power of 
circulating as specie, the task of replacing the metal for ine paper- 
money does nol devolve upon the bank; nor was it at the first sad- 
dled with the business of turning to account the melal-monev ita 
notes rendered superfluous. For, as we have already observed, the 
bank can extinguish the whole of its paper with the private securi- 
ties it holds. The inconvenience falls upon the public, which is 
under the necessity of finding a new agent of circulation, either by 
a re-import of Ihe metal-money, or by the substitution of private 
paper; but probably the public would, in such circumstances, apply 
again to a bank conducted on sound principles.* 

* Since the first pu 111 i cation of this pasiae'e, this very circumstance bu hap- 
pened in respect to the bnnk of Paris, in 1814 and 1SI5, when that capittl wu 
bSEiegRd end ncciipii^il by the ullted srmieB. The sdvaneos of the bank to tin 
government, and to individual?, which could not be recalled immediately, did 
not exceed the capitiil of llie CKtablishmenU for which the Bhaiebolders can not 
be caUi.il upon ; and ita paper-issue^ payable to bearer, were all covered, eithn 
by specie in liand, or by commetcial paper of short daica. Bv a means, not- 
withstaniling the very critical circumHtances of the moment. lErchanU con- 

tinned to employ its notes: which they coiild not well m nt; and tbe^ 
were paid as usual in cash without interruption, during tiic < of the boetile 

occupation : which sbows at once the utility of a bank of < ition, and tlM 

advantage of leaving inviolate the convertibUity of pspei •. 
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This will serve to explain, why so many schemes of agriculturai 
banks for the issue of circulating and convertible notes on ample 
landed security, and so many other schemes of a similar nature, have 
fidlen to the ground in very little time, with more or less loss to the 
shareholders and the public* Specie is equivalent to paper of per- 
fect solidity, and payable at the moment ; consequently it can only 
be supplanted by notes of unquestionable credit, and payable on dc- 
fnand ; and such notes cannot be discharged by a bare security, even 
of the best possible kind. 

For the same reason, bills of exchange in the nature of accommo- 
dation-paper, as it is called, can never be a sound basis for an issue 
of •convertible paper. Such bills of exchange are paid when due by 
fresh bills, that have a furtlicr term to run, and arc negotiated with 
the deduction of discount. When the latter fall due, they are met 

Sa third set payable at a still later date, which arc discounted in 
e manner. If' the bank discounts such bills, the operation is no 
more than an expedient for borrowing of the bank in perpetuity ; 
the first loan being paid with a second, the second with the third, 
and so on. And the bank experiences the evil of issuing more of 
its notes, than the circulation will naturally absorb, and the credit of 
the establishment will support ; for the notes, borrowed upon such 
bills, do not help to circulate and diiTuse real value, because they 
represent and contain no real value themselves ; conse(}uently, they 
continually recur to be exchanijed for specie. It is on this account, 
that the discount-bank of Paris, while it continued to be well ad- 
ministered, did, as the present banks of France and England do still 
refuse, as far as it is able, to discount accornmodntion-pnpcr. 

The consequences are similar and equ«illy mischievous, when a 
bank makes advances to government in ])crnctuity, or even for a 
very long period, {a) This was the cause of tiie failure of the bank 
of England. Not being able to obtain payment from government, 
it was unable to withdraw the notes in which the loan was made. 
From that moment its notes ceased to l)e convertible ; and until the 
resumption of cash payments in 1822, enjoyed a forced circulation. 
The government, being itself unable to supply the bank with the 
means of payment, discharged that body from its liability to its own 
creditors.f 

* In 1803, the land-bank of Paris waf^ for this reason, obliged to siifipcnd the 
psjment of ito notes in caHh ; and to fr\\e notice, that they would be paid off by 
lOSUlmeBU out of the proceeds of its real securities. 

t Tbonilon, in his tract on the Paper Credit of Grrat Britain, written expressly 

(a) That is to sav, advances its notes. A bank, like an individual, may ad- 
vance its capital, which then becomes more or less vested and fixed. The whole 
capital of the bank of En^rland has been thus advanced ; and there would havo 
been no danger, had it not advanced its notes al^a When the advances of paper 
an UMde npon transferable sccuritieH, stock, exchequer bills, and the like, tiioao 
■eeoritiea may bo sold for cash, or for the notes of the bank itself, so loner as 
they retain their value, and thus the safety and solvency of the bank maintained. 
But this operation is unnecessarily complex; for the irovemment mi^'ht itself 
have aold, and thus have saved the brokerage or profit accruing upon the opera 
Ikn to the bank. T. 
24 
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The holders of the notes of a bank issuing con' 

little or no risk, so long as the brink is well adn 

|)cn<1ent of the government Supposing a total failure of confidence 
to bring all its notes upon it at once for payment, the worst that can 
happen to the holders is, to be paid in good bills of exchange at 
short dates, with the benefit of discount; that is to say, to be paid 
with the same bills of exchange, whereon the bank has issued its 
notes. If the bank have a capital of its cwn, there is so much addi- 
tional security ; but, under a government subject to no control, or to 
nominal control only, neither the capital of the bank, nor the assets 
in its hands, offer any sohd security whatever. The will of an arbi- 
trary prince is all the holders have to depend upon : and every act 
of credit is an act of imprudence. 

As far as I am capable of judging, such is the effect of banks of 
circulation and of their paper issues upon individuals and national 
wealth. This elfect is described by Smith in a quaint and ingenious 
metaphor. The capital of a nation he likens to an extensive tract 
of country, whereupon ihc cultivated districts represent the produc- 
tive capital, and the high roads the agent of circulation, that Is to 
say, the money, that serves as the medium to distribute the produce 
among the several branches of sociely. He tJien supposes a machine 
to be invented, for transporting the produce of the land through the 
air; that machine would be the exact parallel of credit-paper. 
Thenceforward the high roads might be devoted to cultivation. 
'The commerce and industry of the country, however,' he con- 
tinues, 'though they may be somewhat augmented, cannot be alto- 
gether so secure, when they are thus, as it were, suspended upon the 
Ditdalian wings of paper-money, as when they travel about upon the 

with a view to juBtll; the BuspenEion of casb-peymonls by thai eatabligbmenl, 
has attacked the positions of Smith upon this subject. He tclla us, that the 
extraordinary run upon the bank, which brouglit atxiut the suspeDsion, ww oo- 
casiiined, not hy Hio excess of its issues, hut, iin the contrary, by their p&rtid 
contraction. " An excessive limitation of bank-notes," he ottserres, " will pro- 
duce failures, l^ilures must cause constemalion, and coostemnlion most lead to 
a. run upon the bank li)r guineas," By this reference to bd extreme case, he sn- 
duavours to Hupport his pamdaxical opinions. When aconverlible paper bu 
Bucceeded in driving out of the country too lurge a portion of the metallic iDoney. 
and tlie coohdence in the paper happens suddenly to decline, great confusion and 
embajrassment will doubtlcsH ensue, because the remaining tig«nt ofeireuktioii 
1:1 insufficient to effect the business ; but it is a great mistake to siippnee, that 
the deficiency can be remedied hy the multiplication of a paper, not enjoying Ihtt 
conlidcnce of the public. If the bank of England was able to survive Uieafaoek, 
it was because of the indispensable necessity of some agent of Iransfer, ofama 
money or other, of paper in default ofatl othera, in so commercial a eounlrr; be- 
cause the government and the bankers of I/indon, who were interested in the 
Mifety of the bank, unanimously agreed not to call upon it for cash, until it should 
l)e in a condition to pay; that is tij say, until the govei u)d hare pojd 

its advances in actual value. The bank had lent to 1 guven ent niOTe than 
Its whole capital ; for to that extent it might have go with ;ty, its capital 
not being wanted for the discharge or convertibility oi it" ™i had it noi so 
done, the short bills in its possessba would have been fur the extiao- 

'jon of Its convertible paper. 
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•olid ground of gold and silver. Over and above the accidents, to 
which they arc exposed from the unskilfulness of the conductors of 
this paper-money, they arc liable to several others, from whicli no 
prudence or skill of those cunductors can guard them. An unsuc- 
cessful war, for example, in which the enemy get |»ossession of the 
capkaJ, and consequently of tliat treasure, whicli su{){K)rted the credit 
of the paper-money, would occasion a much greater confusion in a 
country, where the whole circulation was carried on by pa|x.*r, than 
in one, where tlie greater part of it was carried on by gold and silver. 
The usual instrument ot commerce having lost its value, no ex- 
changes could be made except by barter or uyion credit Ail taxes 
having usually been paid in pa^xsr-money, the prince would not iiave 
wherewithal either to pay his troops, or to furnish his ma^zines; 
and the state of tlie country would oe much n)ore irretrievabk.% than 
if the greater part of its circulation had consisted in gold and silver. 
A prince, anxious to maintain liis dominions at all times in the state 
in which he can most easily defend tliem, ought upon this account 
to guard, not only against that excessive multiplication of {)a|^)er- 
money, which ruins the very banks which issue it, but even against 
that multiplication of it, which enables tliem to fill tlie greater part 
of the circulation of tlie country with it' * 

Forgery alone is enough to derange the affairs of the best con- 
ductea and most solid bank. And former v of notes is more to be 
apprehended, than counterfeits of specie. The stimulus of gain is 
greater. For there is more pnjfit to be made by converting a sheet 
of paper into money, than bv giving tlie apiicarance of precious 
metal to another metal, that lias some though very little, nitrinsic 
value, especially if it be c<)iri{>oundcd or covered with a small por- 
tion of the counterfeited metal; and }^x;rha|)s, too, tlie materials for 
the former operation are k^ss liable to discovery. Besides, tlie coun- 
terfeits of specie can never reduce the value of the sjKjcie itself, 
because the latter has an intrinsic and inde|M;ndent value as a <'om- 
moditv; whereas, the mere belief that there arc forced notes abroad, 
ao well executed, as to be scarcely distinguishable Iron) the genuine*, 
jS enough to bring both forged and genuine into discredit For 
which reason, banks have s(»metimes preferred the loss of paying 
notes they know to be forged, to the hazard o( bringing the genuine 
ones into discredit, by the ex{M)sure of the fraud. 

One metiiod of checkini; the immoderate use of notes is, to linnt 
them to a fixed and high denomination of value ; so us to make thorn 
adapted to the circulatif>n of gr>ods from one n^erchant to another, 
but inconvenient for the circulation between the merchant and ihe 
consumer. It has been questioned whcllier a g«)vernment has any 
right to prohibit the issue of small notes, whore the public is willin*^ 
fotake tnem; and whether surh limitation Ik3 not a violation of that 
liberty of commerce, which it is the chief duty of a government to 
proloct But the right undoubtedly is just as complete, us tiiat of 

• WeaUk of SalionM, book ii. chapL '2. 
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The distinctive appcriation of paper- mo nej', I ha^'e reserved 
exclusively for those obligniions, to which the ruling power may 
givt; a compulsory circuTatroii in payment for all purchases, and 
discharge all debts and contracts, siipclaling a delivery of money. 
I call ihem obligations, hecaase, though the authority that issues, 
is not bound lo rcdcein liiom, at least not immediatefy, yet they 
commonly express a promise of redemption at sight, which is abso- 
lutely nnpatory ; or of redemption at a dale expressed, for which 
there is no sort of security ; or of territorial indemnity, the vshie of 
which we shall prescnily inquire into. 

Such obligations, whether subscribed by the government or by 
individuals, can be convened into paper-money by the public au- 
thority only, which alone can authorise the owners of money to pay 
in paper. The act is, indeed, an exertion, not of legitimate, but of 
nrbilrary authority ; being a deterioration of the national money in 
the extreme degree. 

Upon the principles above established, it should seem, that a mo- 
ney destitute of all value as a commodity, ought lo pass for none in 
all free dealing sMbse((uent lo its issue; and this is always the cose 
in practice sooner or later. The notes of what was improperly 
called Law's Banft, and the assignats issued during the French 
revohition, were never regularly called in or cancelled; yet those of 
the highest denomination would not pass at present for a sin^ toL 
How then, came they ever lo pass fiir more than their real valuet 
Because there are many expedients of fraud and violence, which 
will always have a temporary efficacy. 

In the first place, a paper, wherewith debts can be legally, thoudi 
frandidenlly, discharged, derives a kind of value from that single 
circumstance. Moreover, the paper-money may be made eilicient 
lo discharge the perpetually recurring claims of public taxation. 
Sometimes a Inrlff' or majdmum of price is established ; which, in- 
deed, soon extinguishes the production of the commodities affected 
by it, but gives to the paper-money a portion of the value of those 
actually in existence. Besides, the very creation of a paper-money 
with forced circulation occasions the disappearance of metallic mo- 
ney ; for, as it Is made to pass at par with paper, it naturally seeks a 
market, where it can find its true level of value. The paper-money 
IS thus left in the exclusive possession of the business of circuFatioa ; 
and the absolute nercssiiy of some agent of transfer, in every civil- 
ized community, will then openite to maintain its value,* So orgeal 

* Wherever & papor-money has been eslal>lt3hcd, the diBerence betweta ita 
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is this necessity, that the paper-money of England, consisting of the 
notes of the bank, has been kept at par with specie, simply by the 
limitation of the issues to the demands of circulation. 

Nations precipitated into foreign wars, before tliey have had time 
previously to accumulate the requisite capital for carrying them on, 
and destitute of sufficient credit to borrow of their neighbours, have 
almost always had recourse to paper-money, or some similar expe- 
dient. The Dutch, in their struggle with the Spanish crown for in- 
dependence, issued money of paper, of leather, and of many other 
materials. The United States of America, under similar circum- 
ttances, likewise had recourse to paper-money ; and tiie expedient 
that enabled the French republic to foil the formidable attack of the 
first coalition, has immortalized the name of assignats. 

Law has been unjustly charged with the whole blame of the 
calamities resulting from the scheme tliat bears his name. That he 
entertained just ideas respecting money, may be gathered from tho 
perusal of a tract* he published in his native country, Scotland, to 
induce the Scotch government to establish a bank of circulation. 
The bank established in France, in 1716, was founded on the princi- 
ples there set forth. Its notes were expressed in these words : 

•* The bank promises to pay the bearer at sight *•••••• 

Kvres in money of the same weight and standard as the money of 
this day. Value received at Paris," &c. 

The bank, which was then but a private association, paid its notes 
regularly on demand: they were not yet metamorphosed into paper- 
money. Matters remained on this footing, and went on very well, 
till the year 1719 rf at which period the king, or rather the regent, 
repaid the shareholders, and took the management into his own 
hands, calling it the Royal Bank. The notes were then altered to 
this form : 

value in the home market, wliere it has utility, and its value in furuijrn markets, 
where it has no utility, has affonlpii a fruitful field for speculation, that has en- 
licbed many adventurers. In 1811, 100 guineas in prold would purchase at 
PUia a bill of exchann^e on Tiondon, for 140/. sterlinpr* payable in the paper which 
waa the only currency of England- Yet the diflTerence between gold and paper 
in the London market at the same period, was only 15 per cent. It was in this 
way, that the paper wns of highor vahic in England tlian abroad. Accordingly, 
I find from returns with which I have been favoured, that gold in guineas or 
ballion was smuggled into the port** of Dunkirk and G ravel inea alone, in the 
jmn 1810, II, la, and 13, to the omount of 3.S,^r),000 dollars. There wa*, a 
airailar speculation in other commodities at large ; but it was attended with more 
riak and difficulty ; the import into France being very ha7Jinlou!>, allliough the 
export from England was encotiraged in every (tossiblo way. Yet this traffic 
would soon have found it<) level, for it must have produced bills on ftqiteA in 
•och qnantity, as to have brought the exchango to i»ar at leabt, had not the con- 
tinental rubaklicfl of England furnished a continual supply of bills on London 
without any return. 

*Thia work was translated info French while Ijiw continued in the office of 
Controller-General of France ; and is entitled Considerations on Commerce and 
Money, 

t Vu2e Dutot. torn. ii. p. 200, for a detail of the beneficial cfTecta of the inft«- 
tutioD, as originally conducted. 

24* 2L 
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" The bank promises to pay the 1 at ••»•»• 

Uores in siher coin. Value received at ru 

This alteration, slight as it was in app irance, was a radical ooe 
in substance. The first note stipi to pay a fixed quantity of 

silver, viz. the qiianlitv contained in me litres current at the d&te 
of issuing the notes. ^Phe second merely engaged to pay Herts, and 
so opened a door for whatever alterations an arbitrary power might 
think proper to make in tlie real value expressed by the word Hore. 
And this was called fixing the rale of the paper-money; whereas, on 
the contrary, it was unfixing, and making it a fluctuating value ; and 
ihe fluctuations were truly deplorable. Law strenuously opposed 
the innovation; but principle was compelled to give way to power; 
and the crimes of power, when the consefjuences began to be felt, 
were confidently attributed to the fallacy of the prbcipie. 

The assignats issued by the revolulionary government were 
worth even less than the paper-money of the regency. The latter 
gave a promise, at least, of paying in silver : and, though the payment 
might be greatly curtailed by a deterioration of the silver coin, yet 
sooner or later the paper might have been redeemed, if the govern- 
ment had but been more moderate in its issues, and more scrupulous 
in fulfilling its engagements. But the assignatx conveyed no right 
to call for silver; nothing but a right to purchase or obtain the na 
tional domains. Let us see what this right was really worth. 

The original assignals purported to be payable at sight, at the 
Caisse de f Extraordinaire, where they were, in fact, never paid at 
all. It is true, they were received in payment for the national 
domains bought by individuals at a competition-price; but the value 
of these domains could never give any determinate value to the 
assignals, because their nominal value increased exactly in propor- 
tion as that of the assignais declined. The government was not 
t sorry to find the price of national domains advance, because it was 
thereby enabled to withdraw a greater amount of assignats, and 
consequently, to re-issue new ones, without enlarging the quantity 
afloat. It was not aware, that, instead of the national domains 
advancing in price, the assisnats were undergoing a rapid deprecia- 
tion, and that the further that depreciation was pushed, the more 
assignals must be issued in payment of an equal quantity of 
supplies. 

The last assignats no longer purported to be payable at sight 
The alteration was little attended to. because neither first nor mst 
were, in fact, ever paid at all. But their vicious origin was made 
more apparent. Tne paper contained these words : 

"National domains — Assignat of one hundred francs," &c. 
Now, what was the meaning of the term one hundred frcncs ? What 
value did they convey the notion off Was U the val of the quan- 
tity of silver, heretofore known under the designation of one hundred 
francs? No; for 100 fr. could not possibly be obta led with an 
assignat to that amount. Did it convey the idea of as much land, 
as might be purchased for 100 /r. in silver? Cerla lot; fortiial 
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quantity of land could no more be obtained, even from the ^ovcrn- 
roenty by an assignai of 100 /r. than 100 /r. in specie. The domains 
were disposed of at public auction for as many assignats as they 
would fetch ; and the value of this paper had latterly so far declined, 
that one of 100 fr. would not buy an inch square of land. 

In short, setting aside all consideration of the discredit attached to 
that government, the sum expressed in an assignat presented the j^ 
.dea of no definite value whatever i^ and those securities could not but 
have fallen to nothing, even had the government inspired all the con- 
fidence, of which it was so eminently destitute. The error was dis- 
covered in the end, when it was impossible any longer to purchase 
the most trifling article with any sum of assignats, whatever might 
be its amount The next measure was to issue mandats, that is to - 
say, papers purporting to be an order for the absolute transfer of the 
specific portion of the national domains expressed in the mandat: 
butt besiaes that it was then too late, the operation was infamously 
executed / / 
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BOOK II. 

OF THE DISTRIBUTION OF WEALTH 



CHAPTER L 

OF THE BASIS OF VALUE; AND OF SUPPLY AMD DEMAND. 

The principal phenomena of production have been investigated 
in tlie first book ; wlicrein I Jiave sliown how human industry, with 
the aid of cnpiial and of natural agents and properties, creates every 
kind of utility, which is the primary source of value ; and in what 
way social inslitulions and public authority operate to the benefit or 
the prejudice of production. This second book will be devoted to 
the consideration of the distribution of wealth : to which end it will 
be necessary, firs!, to analyze the nature of value, the object of dis- 
tribution ; secondly, to ascertain the laws, which regulate the dis- 
tribution of value, when once created amongst the various members 
of society, so as to constitute individual revenue. 

The valuation of an object is nothing more or less than the afErma- 
tion, that it is in a certain degree of comparative estimation with some 
other specified object ; and any other object possessed of value may 
serve as the point of comparison. A house, for instance, may be 
valued in corn or in money. To say that it is worth 4000 dollars 
conveys a more accurate notion of its value, than to say that it is 
worth 4000 bushels of wheat, solely because the habit of reckoning 
the value of all commodities in coin makes it easier for the mind to 
form an idea of the value of 4000 dollars in other commodities, that 
is lo say, of Uie quantity of other commodities obtainable for that 
sum, than of that obtainable for 4000 bushels of wheat Yet, if 
wheat be 1 dollar a bushel, ihe degree of value expressed by each is 
the same. 

In svery act of valuation, the object vahicd is the fixed datum. 
In the instance first given, the house is the datum : it is a definite 
amount of m.iterials, put together in a definite manner, upon a defi- 
nite site. But the point of comparison is variable in amount, ac- 
cording to the degree of estimation in the mind of the valuer. If 
valued at 4000 dollars, the house is reckoned to be e< alent to so 
many pieces of silver coin of the weight of 416 v'tih a inut< 
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ture of 170-1664 parts of alloy ; if at 4500 dollars, or 8500 dollars, 
it is but a variation of the quantity of the commodity, that is the 
specific point of comparison. So likewise, if that point be wheat, the 
variablequantity of that commodity would express the degree of value. 

Valuation is vague and arbitrary, when there is no assurance that 
it will be generally acquiesced in by others. The owner of the 
bouse may reckon it worth 4500 dollars, while an indifferent per- 
son would value it at no more than 3500 dollars, and probably nei- 
ther would be right But if another, or a dozen other persons be 
willing to give for it a specific amount of other commodities, sa^ 
4000 dollars, or 4000 bushels of wheat, we may conclude the esti- 
mate to be a correct one. A house that will fetch 4000 dollars in 
the market is worth that sum.* But if one bidder only will give 
that price, and he is unable to re-sell it witliout loss, he will give 
more than it is worth. The only fair criterion of the value of an 
object is, the quantity of other commodities at large, that can be 
readily obtained for it in exchange, whenever the owner wishes to 
part with it; and this, in all commercial dealings, and in all money 
valuations, is called the current price.^ 

What is it, then, that determines this current price of commodities ? 

The want or desire of any particular object depends upon the 
physical and moral constitution of man, the climate he may live in, 
the laws, customs, and manners of the particular society, in which 
he may happen to be enrolled. He has wants, both corporeal and 
intellectual, social and individual; wants for himself and for his 
family. His bear-skin and reindeer are articles of the first necessity 
to the Laplander; whilst their very name is unknown to the lazza- 
rone of Naples, who cares for nothing in the world if he get but his 
meal of macaroni. In Europe, courts of justice are considered in- 
dispensable to the maintenance of social union ; whereas the Indian 
of America, the Tartar, and the Arab, feel no want of such establish- 
ments. It is not our business here to inquire, wherein these wants 
originate ; we must take them as existing data, and reason upon 
them accordingly. 

* Mjr brother, LouU Say, of Nantes, has attacked this position in a short tract 
oititled, Principales Caustes de. la Richense et de la Misere des Peuplea et des 
Pmriicvliers, 8vo. Paris. Deterville, He lays down the maxim, that objects are 
items of wealth, solely in respect of their actual utility, and not of their admitted 
or reeogni8^.d utility. In the eye of reason, his position is certainly correct; but 
in this science relative value is the only ^uide. Unless the degree of utility be 
meanred by the scale of comparison, it is left quite indefinite and va^e, and, 
even at the same time and place, at the mercy of individual caprice. The posi- 
tive nature of value was to be established, before political economy could pre- 
tend to the character of a science, whoso province it is to investigmtc its origin, 
and the consequences of its existence. 

f In the earlier editions of this work, I had described the measure of value 
to be the value of the other product, that was the point of comparison, which 
waa incorrect. The quantity and not the value of that other product, is the mea- 
flure of value in the object of valuation. This mistake ^ve rise to mucn ambi- 
gaiij of demonstration, which the severity of criticism, both fair and unfair, hie 
tuiflit me to comet Fas estetab hoite doceri. 
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Of these wants, some are satisfied by the gra agency of 

natural objecis; as ofair, water, or soiar tight. These maybe deno- 
minated natural wealth, because they are the spontaneous offering 
of nature; and, as such, mankind is not called upon to earn ihem by 
any sacrifice or exertion whatever," for which reason, they are never 
possessed of exchangeable value. Other wants there are, that can 
only be satisfied by the employment of objects possessed of an 
utility, which ihey could not have been invested with without some 
modification by human agency, — without having undergone some 
change of condition, and without some difficulty having been aar- 
mountcd for the purpose. Of this kind are llie products of agricul- 
ture, commerce, and manufacture, in all iheir infinite ramifications. 
To them alone is any value attached ; and for a very obvious reason; 
becauselhevery act of production implies an act of mutual exchange, 
in which the producer has given his personal agency for the product 
obtained by its exertion. Wherefore, he will hardly resign it with- 
out receiving what is, in his estimation, an equivalent. 'Ihese may 
be called social wealth, both because an act of exchange is in itself 
a social act, and because exclusive properly in the product obtained 
by personal exertion, or by an net of exchange, can only be secured 
by social institutions. Social wealth, it is to be observed, is the only 
pari of human wealth, that can form the subject of scientific research. 
!. Because it is the only part that is the object of human estimation, 
or at least of such estimation, as is not altogether arbitrary and men- 
tal. 3. Because it is the only one which is created, distributed, and 
destroyed, according to any rules that can be assigned by human 
science. 

The knowledge of the ground ■work of the quality, value, or 
rather exchnvgeable value, leads to the perception of its origin 
The items of social wealth arc invested with value by the necessity 
of giving something to obtain them ; and that sometliing is produc- 
tive exertion. Wlien once obtained, when this sacrifice has been 
made in the attainment, the parly is really more wealthy ; he has 
wherewithal to satisfy more wants; and, if the object obtained by 
this sacrifice be unsuiled to the personal wants of ihe owner, he may 
make use of it for the attainment of some object of personal desire, 
by the way of exchange for some other product; which other pro- 
duct will itself he the result of similar productive exertion ; so that, 
in fact, the exchange will he a mere mutual transfer of the productive 
rxeriion on either side, whereof the two products respectively are 
the result. When a bushel of wheat is given for seven pounds of 
coffee, there is a mere transfer of the productive agency exerted in 
creating the one, for that exerted in the creation oflhe other.* 

* It 19 Ecarcely necessary to mention, that when commoditjoa nre exchanged, 
iiot for one another, but for tnoney, the case lh nowise varied. No seller ever 
lahea money for his own consumption, or for any other purpose, than as au object 
i>t a eocond exchange; so that, in reslily, the product sold is exchanRetl for the 
[iroduct biiuglit with the price. When a buFihel of wheat has been sold Ibr 
dollar, and 7 lbs. of coflee bought with that dollar, tha wheat has acUislly been 
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Wherefore, there is a current vahie or price established for pro- 
ductive service as well as for products. For, if the agency exerted 
in the creation of a bushel of wheat can obtain, as its reward, in the 
way of exchange, cither a bushel of wheat or seven pounds of coffee 
indiiTercntly, wnat is there to prevent its obtaining in the same way 
any other equivalent product, say a yard of cotton cloth, 5 yards of 
riboon, a dozen plates, or any thing else? Should the bushel of 
wheat be exchangeable for a less amount of any of these commodi- 
ties respectively, the productive agency exerted in the creation of 
wheat would be proportionately less rewarded, than that exerted in 
the creation of the specific commodity; and a portion of the former 
would be attracted to the latter branch of production, until the 
recompense of labour in each department should find its fair leveL 

Eacn class of productive agency has a current price peculiar to 
itself. If the productive agency exerted in the production of a 
bushel of wheat can obtain for itself but 1-15 of its own product, it 
will be entitled to no more than 1-15 of the value of any other pro- 
duct obtainable by exchange for that quantity of wheat; for instance 
to 1-15 of a dollar: and so of other products. 

Thus it is obvious, that the current value of productive exertion 
ifl founded upon the value of an infinity of products compared one 
with another ;• that the value of products is not founded upon that of 
productive agency, as some authors have erroneously affirmed rf and 
that since the desire of an object, and consequently its value, origin- 
ates in its utilitv, it is the abilitv to create the utility wherein ori- 

■r » m 

ginates that desire, that gives value to productive agency; which 
value is proportionate to the importance of its co-operation in the 
business of production, and forms, in respect to each product indivi- 
dually, what is called, the cost of its production. 

The utility of a product is not confined to one human being, but 
applies to a whole class of society at the least, as in the case of parti- 
cular articles of clothing; or to a whole community, as in that of 
most of the articles of food that arc adapted to human consumption 
in general, without distinction of sex or age. For this reason, the 
demand Ibr a specific object, or product, or act of productive exer- 
tion, has a certain degree of extent. The agcjrcgatc demand for sugar j 
in France is said to cxrced 500,000 quintals per annum. Even the 
individual demand of a sjxscific product for individual consumption 
may be mon; or less urgent. Whatever be its intensity, it may be 

butered for the coffoc, and the inonoy tliat ha? intervenpil has withdrawn itself 
as completoly, as if it had nevor appcarcil at all in the transaction. Whercforo 
it is quite correct to say, that relative value is determined by the relation of com- 
modities one to another, and not solely by that of each commodity to money. 

♦ Ft murt not be inferred from this pasnasre, that I mean to say, that the pro- 
ductive sfrency exerted in raisino' a pnMlnct, whose charpfps of production have 
mmoonted to a dollar, althoucfh it is saleable fur 7~) cents only, is therefore worth 
but 75 cents. My position merely implios, thnt this amount of productive ser- 
vice has, in such cnso, raised a value of 75 cents only, though it mi^ht have 
nked a value of a dollar. 

t Rtcardo, Prin. Pol, Econ, and Taxation, 
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called by the general name of demand ; and the q ty attainaUs 
at a given lime, and ready for the satisfaction of im vho are 
want of ihe specific ariicle, may be called the supply or amouot 
circulation. 

But this must be understood with some Ijmilation; for there is do 
object of pleasure or utility, whereof the mere desire may not be 
unlimited, since every body is always ready to receive whatever can 
contribute to his benefit or gratification. There must, therefore, be 
some bounds to demand; and the most effectual limitation is, the 
ability to give some other equivalent product for th§ object of desire. 
All the porters in a commercial cily might desire to have a e-oach 
and six for the more comfortable execution of tbeir business, without 
raising the price of horses and carriages a tittle. The objects, which 
each individual has to give as an equivalent for the object of his 
desire, are no other than the products of his own productive nitsiis, 
which are limiLsd wen in Ihe case of the most wealthy member of 
society. / J-' 

Woal'h is, Jn (fill oounlries, distributed In every degree of grada- 
tion, frum tte populotis level of mediocrity to the solitary pinnacle 
of extreme Affluence. Accordingly, the products most generally 
desirable are really dem:inded by a limited number only, because 
they alone have wherewithal to obtain them ; and even their ability 
may be more or less according to circumstances. Whence it may 
be further concluded, that the same product or products may be io 
greater demand at a lower scale of price, and when attainable by less 
productive exertion, although nowise increased In ulihly, merely 
oecause accessible to a greater number of consumers; and, on the 
contrary, less in demand at a higher scale of price, because accessible 
to a smaller number. 

Suppose that, in a severe winter, a method should be hit upon of 
manufacturing knit-woistcoals of woollen at 2 dollars each; probably 
all who should have 2 dollars left, after satisfying more urgent wants, 
would provide themselves with these waistcoats; but those who 
should have but a dollar and a half left must still go without. If the 
same article could be produced at one dollar and a half, ihese latter 
also might all be provided and become consumers ; and the consump- 
tion would be still further extended, if they should be prodiioed at 
one dollar only. In this manner, products formerly within reach of 
tiie rich alone have been made accessible to almost every class of 
society, as in the case of stockings. 

When a product is raised in jiijce, whether by taxation or other* 
wise howsoever, the contrary effect is experienced ; the number of 
its consumers is reduced ; for it can only be obtained by such as can 
aiTord to pay for it ; and the ability to purchase is not '"creased by 
tne same causes, that operate to raise the price. Th n England, 
the great majority of the population is wholly pn 1 from the 

consumption of vinous liquors, and of many other arm j; for thrar 
attainment involves so large a sacrifice of products, or oi productive 
agency, that those only can attempt it, who have a g at deal of 
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•hher to spare. In such cases, not only is the number of consumers 
dimmishea, but the consumption of each consumer is reduced alsa 
Though a consumer of coflee may not be compelled, by a rise of its 
price, to relinquish that beverage altogether, he must at all events* 
curtail the amount of his consumption ; which is then like that of 
two individuals, of whom one discontinues, and the other remains 
able and willing to continue the use of the article. 

In commercial speculation, as the purchaser docs not buy for his 
own consumption, he proportions his purchases to what he expects 
to sell Since* then, the quantity he can sell depends upon the 
price he can afford to sell at, he will buy less according as tne price 
rifles, and more according as it falls. 

In poor countries, objects of even the commonest use, and of infe- 
rior price, frequently exceed tlic means of a great proportion of the 
population. There are countries, where shoes, though cheap, are 
out of reach of most of the inhabitants. The price of this commo- 
dity does not fall to a level with the means of the people ; becauso 
that level is still below the bare cost of production. But, shoes of 
leather not being absolutely necessary to existence, those who arc 
unable to procure these, wear wooden shoes, (saifois) or go barefoot. 
When this is unhappily the case with an article of primary neces- 
sity, part of the population must perish, or at least cease to be 
renewed. These are the causes of a general nature, that limit the 
demand for each product, and for all products in general. 

In respect to supply, it consists of the whole of any commodity 
which the owners for the time being are disposed to part with for 
an equivalent, in other words, to sell at the current rate, ami not 
mcrelv of what is actuallv on sale at the time. The whole of this is 
also called the circulating or floating stork. Yet, strictly speaking, 
no commodity is in circtilation, except during the act of transit from 
the seller to the purchaser, which is almost instantaneous. But the 
bare act of transit has no influence on the terms of the bargain, to 
which it is commonly subsequent; it is a mere matter of executive 
detail. The point of real importance is, the inclination of the 
owner to part with the object of property. A commodity is in cir- 
culation, whenever it is in quest of a purchaser, which it may Ix* in 
the most urgent need of, without altering its l«>cality in the least. 
Thus, the slock in a shop or warehouse is in circulation ; thus tf>"», 
lands, rent-charges, houses, and the like, arc said to be in cinrulalion, 
and the expression is intelligible enough. Even industry is some- 
times in circulation and sometimes not, according as it is either in 
quest of employment, or already employed. 

For the same reason, an object ceases to be in circulation, the 
moment it is set apart, either for consum|)tiori or for export to nn- 
nther market, or accidentally destroyed, or withdrawn by the ca- 
price of its owner, or held back at a price, which amounts to a 
refusal to sell. 

Inasmuch as supply consists of those commodities only, wnicn 
to be had at the current price or ordinary rate of the market, a 
25 2M 
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commodily raised by (he cost of production above I : level, will 
cease to be [jroduced, or to form part of the supply. kVherefore, 
the supply will be more abundani, when the current price is high, 
ami more scanty when that price has declined. 

llcsides these imivtrsal and permanent limitations of supply and 
demand, there are others of a casual and transient nature, which 
always operate concuiTently with the former. 

The prospect of an abundant vintage will lower the price of all 
the wine on hand, even before a single pipe of the expected vintage 
has been brought to market ; for the supply is brisker, and the sale 
duller, in consequence of the anticipation. The dealers are anxious 
to dispose of their stock in hand, in fear of the competition of the 
new vintage; while the consumers, on the other hand, retard their 
fresh purchases, in the expectation of gaining in price by the delay. 
A large arrival and immediate sale of foreign articles all at once, 
lowers their price, by the relative excess of supply above demand. 
On the contrary, the expectation of a bad vintage, or the loss of 
many cargoes on the voyage, will raise prices above the cost of 
production. 

Moreover, there arc some particular products, which nature or 
Jiuman institutions have subjected to monopoly, and thus prevented 
from being .'supplied in equal abundance with ihose of a similar de- 
scription. Of this kind are the wines of particular and celebrated 
vineyards, the soil of which cannot be extended by the extended 
demand. So the postage of letters is, in most countries, charged at 
a monopoly-price. 

Finally, whatever be the general or particular causes, that operate 
to determine the relative intensity of supply and demand, it is that 
intensity, which is the ground-work of price on every act of ex- 
change; for price, it wit! be rememl-Terod, is merely the current 
value estimated in money. The demand for all objects of pleasure, 
or utility, would be unlimited, did not the difficulty of allainmeni, 
or price, limit and circumscribe the supply. On the other hand, 
the supply would be infinite, were it not restricted by the same cir- 
cumstance, the price, or diliicuhy of attainment: for there can be no 
doubt, that whatever is producible would then be produced in nn- 
jimilcd quantity, so long as it could find purchasers at anv price at 
all. Demand and supply are the opposite extremes of the beam, 
whence depend the scales of dearness and cheapness; the price is 
the point "of equilibrium, where tlie momentum of the one ceases, 
and that of the olher begins. 

This is the meaning of the assertion, that, at a given lime and 
plaoe, the price of a commodity rises in proportion to the increase 
nf the demand and the decrease of the supply, and vice vr.rs^ ; or in 
olher words, that the rise of price is in direct ratio to the dcmandi 
and inveise ratio to the supply. 

The uiilriy of an object, or. what is the same thinp, t e desire to 
obtain it, may possibly be unable to raise its price to level with its 
cost of production. In this case it is not produced, < jse its pio- 
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duction would cost more than the product would be worth. Pro- 
bably the price that caviar* would fetch at Paris would hardly 
equal the charge of producing it there ; for it is so little in request 
there, that it scarcely would bring the lowest price that it could be 
procured for, and consequently it is not produced; but elsewhere, it 
IS both produced and consumed in great quantities. 

When the price of any object is legally fixed below the charges of 
its production, tlie production of it is discontinued, because nobody 
is willing to labour for a loss : those, who before earned their liveli- 
hood by this branch of production, must die of hunger, if they find 
no other employment; and those, who could have purchased the 
product at its natural price, are obliged to go without it. The 
establishment of the fixed rate, or maximum, \s a suppression of a 
portion of production and consumption ; that is to say, a diminution 
of the prosperity of the community, which consists in production 
and consumption. Even the produce already existing is not so pro- 
perly consumed as it should be. For, in the first place, the pro- 
prietor withholds it as much as possible from the market. In the 
next, it passes into the hands, not of those who want it most, but of 
tiiose who have most avidity, cunning, and dishonesty ; and often 
with the most flagrant disregard of natural equity and humanity. A 
scarcity of corn occurs; the price rises in conse(|uence; yet still it is 
possible, that the labourer, by redoubling his exertions, or by an in- 
crease of wages, may earn wherewithal to buy it at the market 
price. In the mean time, the maj^istrate fixes corn at half its naturat 
price: what is the consequence ? Another consumer, who h:id al- 
ready provided himself, and consequently would have bought no 
more corn had it remained at its natural price, gets the start of the 
labourer, and now, from mere suf)erfiuous precaution, and to take 
advantcige of the forced cheapness, adds to his own store that por 
tion, which should have gone to the labourer. The one has a dou- 
ble provision, the other none at all. The sale is no longer ro'jrulated 
by the wants and means, but by the superior activity of tiie pur- 
chasers. It is, therefore, not surprising, that a maximum of price 
on commodities should aggravate their scarcity. 

A law, that simply fixes the price of commodities at the rate they 
would naturally obtain, is merely nucjatory, or serves only to alarm 
producers and consumers, and consequently to derange the natural 
proportion between the production and the dcnand; which propor- 
tion, if left to itself, is invariably established in the manner most 
favourable to both. 

Hope, fear, malevolence, benevolcnre, in short, every human pas- 
sion or virtue may influence the scale of price. But it is the pro- 
vince of moral science to estimate the intensity of their eflcct up(m 
actual price in every instance, which is the only thing we are lu*re 
to attend to. Neither need we advert to the operation of the causes 
of a nature purely political, thtit may of)erate to raise the price of a 

* A pickle made of the roe of isfur^ona, a favourite condiment of Russian diet 
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product above the degree of its real utililj'. For these are of the 
same class with actual robbery and spoliation, which come under the 
department of criminal jurisprudence, although they may intrude 
themselves into the business of the distribution of wealth. The 
functions of national government, which is a class of industry, whose 
result or product is consumed by the governed as fast as it is pro- 
duced, may be loo dearly paid for, when ihey get into the hands of 
usurpation and tyranny, and the people be compelled to cuDtribute 
a larger sum than is necessary for the maintenance of good govern- 
ment. This is a parallel case to that of a producer without competi- 
tors, whether he have got rid of them by force, or by accidental 
circumstances. He may raise his product to what price he will, 
even to the extreme limit of the consumer's ability, if his nxinopoly 
be seconded by authority. But it is the province of the political 
philosopher, and not of the political economist, to teach us how this 
evil may be avoided. In like manner, although it be the province 
of ethics, or of the knowledge of the moral qualities of man, to teach 
tlie means of ensuring the good conduct of mankind. In their mutual 
relations, yet, whenever the intervention of a superhuman power 
appears necessary to effect tliis purpose, those who assume to be the 
interpreters of that power must be paid for their service. If their 
labour be useful, its utility is an immaterial product, which has a 
real value; but, if mankind be nowise improved by it, their labour, 
not being productive of utility, that portion of the revenues of so- 
ciety, devoted to their maintenance, is a total loss; a sacrifice with- 
out any return, 

With the most earnest wish to confine myself within my subject, 
it is impossible to avoid sometimes touching upon the confines of 
policy and morality, were it only for tlie purpose of marking out 
their points of contact. 
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Tt has been shown in Book I., that products are raised by the 

troductive means at the command of mankind, that is to say, by 
uman industry, capital, and natural powers and agents. The pro- 
ducts thus raised, form the revenue of those possessed of these means 
of production, and enable them to procure such of the necessaries 
and comforts of esisience, as are not furnished gratuitously, either 
by nature, or by their fellow-creatures. 

The eiclusive right to dispose of revenue is a consequence of the 
exclusive right, or property, in the means of production ; and such 
«f them, as are not the subject of human appropriation, are not either 
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items of productive means, or sources of revenue; tliey form no part 
of human wealth, which implies appropriation and exclusive pos- 
session; for there is no such thing as wealth, unless where pro[)erty 
is known and established, « and wliere possession is both acknow* 
ledged and secured. 

The origin or the justice of the right of property, it is unnecessary 
to investtrrate, in tlic study of the nature, and progress of human 
wealth. Whether the actual owner of the soil, or the person from 
whom he derived its possession, have obtained it by prior occu- 
pancy, by violence, or by fraud, can make no diflcrence whatever 
in the business of the production and distribution of its product or 
revenue. 

Perhaps it is scarcely necessary to remark, that property in that 
class of productive means, which has been called human industry, 
and in that distinguished by the ceneral name of capital, is far more 
sacred and indisputable, than m the remaining class of natural 
powers and agents. Tiie industrious faculties of man, his intelli- 
^nce, muscular strength, and dexterity, aie peculiar to himself and 
inherent in his nature. And capital, or accumulated produce, is the 
mere result of human frugality and forbearance to exercise the 
iaculty of consuming, whicli, if fully exerted, would have destroyed 
products as fast as they were created, and these never could have 
been the existing property of any one ; wherefore, no one else, but 
he who has nractised this self-denial, can claim the result of it with 
any show ot justice. Frugality is next of kin to the actual creation 
of products, which confers the most unquestionable of all titles to 
the pro]x;rty in them. 

Tnese several sources of production are some of them alienable, 
as land, implements of arts, &c. ; and some inalienable, as nersonal 
faculties. Some also are consumable, as are all the items of floating 
capital ; others, inconsumable, as land. Some, too, there are, that 
are neither alienable nor consumable, yet are capable of destruction , 
as the human faculties, intellectual and corporeal, which \'anish witli 
human existence. 

Such as are capalile of consumption, as, for instance, the floating 
▼alues, whereon production ex[>ends its energies, may Ix; consumed 
either in such manner as to occasion a re-prc»duction, in which case 
they will still constitute a part of the means of production; or in 
such manner as to yield no further production, in which case they 
cease to form any part (»f those means, and are devoted to pure de- 
struction, more or less rapid. 

Although revenue, as well as the sources of production, is a con- 
stituent part of individual wealth, yet no one is rcpute<l to reduce 
his fortune by the consumption of his revenue onlv, provided thai 
he does not encroach ufxin his productive means; ))ecause reveniie 
is a regenerating product, whereas the means of produ(*.tion, .so lung 
as they continue to exist, are a <,'onstant and |»er|)etual source of new 
products. 

The current value of these appropriable sources of production is 
25* 
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aion of revenue wil! accrue to tlie individual benefit of i coulriver, 
BO long as ihe conlrivance can be confined to his ov... knowledge; 
but to ibat of coneuRiers at large, as soon as the notoriety shall hove 
awakened competition, and oliliged him to limit his projits to the 
actual charges of production. 

However revenue may be transformed by Ihe various acts of 
exchange, commencing with the productive agency, which is the 
primitive exhibition of revenue, it remains ihe same in substance, 
until the moment of its ultimate consumption. The revenue yielded 
by an acre of arable land remains, in reality, the same, both after i tg^ 
primary exchange, by the act of production, into the form of whi " 
and after its secondary transform a Lion into silver coin, even alU 
the wheat have been consumed by the purchasers. But, as «w 
the revenued individual converts his silver coin into an objr 
consuniption, and that object is simply consumed, Ihe valur 
revenue thenceforth ceases to exist, and is destroyed a 
although the silver coin, whose form it once assumed, co' 
existence. It must not be Imagined slill to exist in ihe hai 
temporary holder of ihe coin, although lost to the receive- 
nue; but is equally lost to mankind at large; for the act 
of the coin must have obtained possession of it by the t 
olher rc\'enue of his own, or of some source of revenui 
his own possession. 

When revenue is added to capital, it thenceforth ce 
revenue, or, as such, to be capable of satisfying the w 
proprietor; it can only vi eld an increased revenue, being 
productive capita!, consiumable in the manner of capit; 
say, in such way as to yield a product in exchange an 
Ihe value consumed. 

When capita] or land, or personal service, is let out to hire, its 
productive power is tronsferied to the renter or adventurer in pro- 
duction, in consideration of a given amount of products agreed upon 
beforehand. It is a sort of S|)eculative bargain, wherein the renter 
lakes Ihe risk of profit and loss, according as the revenue he may 
realise, or the product obtained by the agency transferred, shall ei- 
cced or fall short of the rent or hire he is to pay. Yet one revenue 
only can be realised; and, tliough a borrowed capital may yield to 

o! their own productive mpune ; for t!ie wliole surplus of revenue Ihug crested, is 
Eurc lo (TO, in the end, to the appropristora of the n&tural raurces of productton; 
leaving- tlioee, whope prwiuclive cncans are merely pcrsonBl, lo empby Ihera opou 
Bome other object, ot upon an enlarged production of tlic suioe object. And Ihia 
19 a complete answer to the position of fiifmandi and Malthus, tlmt economy of 
human productive exertion niikes Ihe mnlti plication of uoprodnclive consumer*, 
not tinly probable, bill neccHsarj. But where a poor-law or monastic establish- 
ment provides for tbe EubeiBtencc of tlie human agency thus rendered niperfluooB, 
there will probably be no increusc of national revenue consequent upon a Mving 
of productivi; agency; for the surplus labour is thereby retessed from the necee- 
gily of exertion in eome other channel. With Euch inelitutions, the enlargement 
•f proiluctivc power by niucliincry or otherwise may be very great, without any 
isnlargement of natioi^ production, revenue, or wealth. T. 
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the adventurer an annua] product of 10 per cent instead of 5 per 
cent which he pays in the shape of interest, yet the revenue of the 
capital, the productive service it affords, vrUl not be 10 per cent ; for 
in that ffross product is included the recompense of the productive 
agency » both of the capital and of the industry that has turned it to 
apcount 

The actual revenue of each individual is proportionate to the 
quantity of products at his disposal, being either the immediate fruit 
of his productive means, or the result of those transformations from 
its primitive state, which his revenue may have undergone, until it 
have assumed the shape of the ultimate object of his consumption. 
The ratio of that quantity, or of utility inherent in it, can only be 
estimated from its current price in the dealings of mankind. In 
this sense, the revenue of an individual is equal to the value derived 
from his productive means ; which value, however, is the greater, 
in respect to the objects of his consumption, in proportion to the 
cheapness of those objects, which augments his command of other 
than his own immediate products. 

In like manner, the revenue of a nation is the more considerable, 
in proportion to the intensity of the value whereof it consists, i. e. 
of the value of its aggregate productive powers, and to its high rela- 
tive degree to the value of the objects of external attainment The 
Tmlue of productive agency must be high, even where that of pro- 
ducts is low; for it should be always recollected, that, since the in- 
tensity of value depends upon the quantity of objects obtainable in 
exchange, revenue, or, in other words, the agency of the national 
sources of production, is large, in proportion to the abundance and 
cheapness of the products derived from them. 



' . CHAPTER IIL 

or REAL AND RELATIVE VARIATION OF PRICE. 

The price of an article is the quantity of money it may be worth; 
current price, the quantity it may be sure of obtaining at the par- 
ticular place. Its locality is material, for the desire of a specific 
object varies in relation to the quantity procurable according to the 
locality. 

The price obtained upon the sale of on article represents all other 
articles procurable with that price. To say, that the price of an ell 
of broaa-cloth is 6 dollars, implies, that it is exchangeable either for 
so much coined silver, or for so much of any other product or pro- 
ducts as may be procurable with that sum. Money-price is selected 
for the purposes of an illustration, in preference to price in com 
modities at large, merely for greater simplicity ; but the real and ulti 
mate object of exchange is, not money, but commodities. 

2N 
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Price, in this sense, may be divided into buyii and selling 

price ; (hat is to say, the price given to obtain p" jf an object, 

and the price obtainable for the relijiquishment of its possession. 

The price paid for every product, at the time of its original attain- 
ment or creation, is, the charge of the productive agency exerted, 
or the cost of its production.* Tracing upwards to this original 
price of a product, we unavoidably come to other products ; for the 
charge of productive agency can only have been defrayed by other 
products. The daily wages of the weaver engaged in producing 
broad-cloth are products; they consist either of the articles of his 
daily subsistence, or of the money wherewith he may procure them: 
both which are equally products. Wherefore the production, as 
well as the subsequent interchange of products, may be said to re- 
solve itself into a barter of one product for another, conducted upon 
a comparison of their respective current prices. But there is one 
important particular, that requires the most assiduous attention, the 
neglect or oversight of which has led to abundance of error and 
misrepresentation, and has made the works of many writers calcu* 
lated only to mislead the sludenls in this science. 

An ell of broad-cloth, that has, in the production, required the 
purchase of productive agency at the price of 8 dollars, will have 
cost that sum in the manufacture; but if three-fourths only of that 
productive agency can be made to suffice for its production ; if, sup- 
posing one kind of productive agency only to be requisite, 15 in- 
stead of SO days' labour of a single workman be enabled to complete 
the product, the same eli of broad-cloth will cost 6 dollars to the 
producer, at the same rate of wages. In this case the current price 
of human productive agency will nave remained the same, although 
the cost of production will nave varied in the ratio of the diflerence 
between 6 dollars and 8 dollars. But, as this difference in the rela- 
tion between tlie cost of produclion and the current price of the 
product holds out a prospect of larger profit than ordinary in this 
particular channel, it naturally attracts a larger proportion of pro- 
ductive agency, the exertion of which, bv enlarging the supply, 
reduces again the current price to a level with the bare cost of^pro- 
duction.f 

This kind of variation in the price of a product I shall call real 
variation of price, because it is a positive variation, involving no 
equivalent variation in the object of exchange, and both may, and 
actually does occur, without any colemporaneous variation of the 
price, either of productive agency, of the products whcrewiili it is 
recompensed, or of those, for which the specific object of this real 
variation is procurable. 

• Vide Weallk of Nation!, hook i. c. 5. 

f The cwt of production is what Smith cills the nnlural price of prnducta. u 
contmsted with their current or market price, aa he terms iL Bui it results ftom 
wlist hnfl been said atiove, that every net of barter or exchange, anionf> the rest 
even that implied in the act of production, is conduclcd with reference to carreat 
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It 18 othenft'isc with regard to the variation of price of products 
already in existence one to another, without reference to their re- 

Ective cost of production. When the wine of the last vintige, 
t a month betore sold at 40 dollars the tun, will fetch no more 
than 90 dollars, money and all other objects of desire to the wine- 
vender have actually advanced in price to him ; for the productive 
agency exerted in raising the wine, receives a recompense of but 30 
dollars, instead of 40 dollars in money, and of commodities in a like 
oroportion, which is an abatement of \ ; whereas, in the instance 
above cited, an equal amount of productive agency will receive an 
equal recompense in all other products ; for a degree of a^ncy, 
wtiich has both cost and received G dollars, will be e(|ually well paid 
with one that cost and received 8 dollars. 

In the former case, then, of a real variation, the wealth of the 
community will have received an accession ; in the latter, of relative 
variation, it will have remained stationary ; and for this plain reason ; 
because, in the one case all the purchasers of cloth, will be so much 
the richer, without the seller being any (K>orer ; while in the other, 
the gain of the one class will be exactly e<]uipoised by the cor- 
responding loss of the other. In the former case, a larger amount 
of products will be procured with an equal charge of production, 
and without any alteration in the revenues of cither buyers or sellers: 
there will be more actual wealth, more means of enjoyment, with- 
out any increased expenditure of prodnctive means; the aggregate 
utility will be augmented ; the quantum of products procurable tor 
the same price will be enlarged; all which are but varied expres- 
■ions of tte same meaning. 

But whence is derived this accession of enjoyment, this larger 
suppiv of wealth, that nobody pays for? From the increased com- 
mand acquired by human intelligence over the productive ])owers 
and agents presented gratuitously by nature. A power has been 
rendered available for human pur{x>ses, that had before been not 
known, or not directed to any human object; as in the instance of 
wind, water, and steam-engines: or one before known and available 
is directed with superior skill and eflbct, as in the case of every im- 
provement in mechanism, whereby human or animal power is as- 
sisted or expaniled. The merit of the merchant, who contrives, by 
good management, to make the same capital sultice for an extended 
business, is precisely analogous to that of tlic engineer, who simpli- 
fies machinery, or renders it more productive. 

The discovery of a new mineral, animal, or vegetable, possessed 
of the properties of utility in a novel form, or in a greater degree of 
abundance or perfection, is an acquisition of the same kind. The 
productive means of mankind were amplified, and a larger product 
rendered procurable by an equal degree of human exertion, when 
indigo was substituted for woad, sugar for honey, and cochineal foi 
the Tyrian dye. In all these instances of improvement, and those 
of a similar nature that may be hereafter eflcctcd, it is observable^ 
Jiat« since the means of production placed at tlie disposal of man- 



909 ON DlSTRlBUTrON. 

kind become in reality more powerful, llie product sed alwayi 

increases in quantity, in proportion as it dimitiisLvs ^n value. We 
shall presently see the consequences of this circumstance.* 

A fall of price may be general and aflect all commodities at once; 
or it may be partial and aflect certain commodilies only ; as I shall 
endeavour lo explain by example. 

Suppose that, when stockings were made by limiting only, thread- 
stockings, oi' a given quality, amounted to the price of 1 dollar the 
pair. Hence, we should infer, that tfie rent of the land whereon the 
flax was grown, the profits upon the labour and capital of the culti- 
vators, those of the flax-dresser and spinner, with those likewise of 
the stocking-knitter, amounted altogelncr to the sum of a dollar for 
each pair of stockings. Suppose that, in consequence of the inven- 
tion of a stocking-machine, 1 dollar will buy two pair of stockings 
instead of one. As the competition has a tendency to bring the 
price to a level with the cost of production, we may infer from this 
reduced price, that the outlay in land, capital, and labour, necessary 
to produce two pair of stockings, is slill no more than 1 dollar ; thus, 
with equal means of production, the product raised is doubled in 
quantity. And what is a convincing proof that this fall is positive, 
is the (acl, that every person, of what profession soever, may thence- 
forward obtain a pair of stockings witli half the quantity of his own 
K articular product. A capitalist, the holder of 5 per cent, slock, was 
efore obliged to devote the 'annual interest of 20 dollars to the pur- 
chase of a pair of stockings ; he now gives the interest of 10 dollars 
only. A tradesman selling his sugar at 33J cents per lb. must be- 
fore have sold 3ib. of sugar to buy a pair of stockings, now he need 
but sell Ij lb.: he tliei-eforc sacrifices in the pair of stockings only 
half the means of production he formerly devoted to the acquisition 
of the same object, 

Wc have hitherto supposed this product alone to have fallen in 
price. Let us suppose two products lo fall, stockings and sugar: 
that by an improvemenl of commerce, 1 lb. of sugar cost 22 cents 
instead of 33 cents. In this case all purchasers oi sugar, including 
the stocking-malfer, whose product has likewise fallen, will sacrifice, 
in the purchase of 1 lb. of sugar, but half the productive means, 
which they before allotled for that purpose. 

The Irulh of this position may be easily ascerlained. When sugar 
was at 33^ cents per lb. and stockings at a dollar the pair, the stock- 

• Within the lust hundred years, the improTements of indualrj, effeeted by 
the advance of human knowledge, more especiallj in tlie department of nntinil 
eeience, have vastly abridged the huHiocss of producllon, but the slow progreN 
in moral and political science, and particularly in the branch of Bocial orgsiim. 
tion, hue hitherto prevented mankind from reaping the full benf'it of those im- 
nrovemenla. Yet it would be wrong to suppiise they have i ^ none Rt t.lL 
The prersure of taxation hns indeed been doubled, tripled, or c n quadnipted; 
yul population has increased in most countries of Europe; whicn ia a n|rn, thftt 
a poilion at leart of the increase of products has fallen to lot •>{ the subject; 
and the population, besides being anginented, is likewiie b> iged, clothe^ 

and conditioned, and I believe better fed too, than it waa » i r "go. 
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iDg-maker was obliged to sell one pair of stockings, before he could 
buy 3 lbs. of sugar : and, as the charges of producing this pair of 
stocking were one dollar, he in reality bought 3 lbs. of sugar at the 
price ot a dollar value in his own productive means ; in like manner 
as tbe grocer bought a pair of stockings for 3 lbs. of sugar, that is 
to say, in his case also, for one dollar value of his peculiar produc- 
tive means. But when both these commodities have fallen to half 
their price, one pair only, or productive means equivalent to 50 
cents, would buy 3 lbs. of sugar ; and 3 lbs. of sugar, procurable at 
a charge of production amounting to 50 cents, will suifice to pur- 
chase a pair of stockings. Wherefore, if two kinds of products, 
which we have set one against the other, and supposed to pass in 
exchange the one for the other, can both have fallen in price at the 
same time, are we not authorised to infer, that this fall is a positive 
fall, and has no reference or relation to the prices of commodities 
one to another ? that commodities in general may fall at one and the 
same time, some more, some less, and yet that the dimmution of 
price may be no loss to any body ? 

It is for this reason, that, in modern times, although wages stand 
in nearly the same relation to corn as they did four or five hundred 
years ago, yet the lower classes now enjoy many luxuries, that were 
then denied them ; many articles of dress and household furniture. 
Car instance, have suffered a real diminution of value; and that the 
same individuals are more scantily supplied with others, as with 
butcher's meat and game,* because they have sustained a real in- 
crease of value. 

Every saving in the cost of production implies the procurement, 
either of an equal product by the exertion ot a smaller amount of 
productive agency, or of a larger product by the exertion of equal 
agency, which arc both the same thing ; and it is sure to be followed 
by an enlargement of the product It may be thought, perhaps, 
that this increase of production niav possibly take jJiice without any 
corresponding increase of dcinanJ ; and, therefore, that the price 

* I find in the Recherches of Dupre de Saint Maur, that in 1342, an ox was 
■old from 10 to 11 livres tournoia. This sum then contiined 7 oz. of fine silver, 
which was worth about 2^ oz. of the present day ; and 2S oz. of our present mo- 
nej are coined into 171 /r. 30 r., (32 dollars,) which in lower than the price of 
am oidiaary ox. A lean ox bouffht in Poitou for :)00/r., and after wanls fatted in 
Lower Normandy, will sell at Paris for from 450 to 500 fr. (84 to 9:3 dollars.) 
Butcher's meat has, therefore, more tlian doubled in price since the 14th cen- 
tury; and probably most other articles of focxl likewise; and, if the labourin^r 
flsMPi had not at the same time been grreatly benefited by the proi^fress of indus- 
try, and put in possession of additional sources of revenue, they would be worse 
M than in the time of Philip of Valois. 

This may be easily explained. The growing revenues of the industrious 
rlBf hare enabled them to multiply, and con^quently to swell the demand for 
■11 objects of food. But their supply can not keep pace with the increasinjjf de- 
mand, because* although the same surface of soil may be rendered more produc- 
tive, it can not be so to an indefinite degree ; and the supply of food by the clian- 
nel of external commerce, is more expensive than by that of internal agriculture 
GO aecount of the balky nature of most of the articles of aliment 
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current of the product may fall below the ci of production, 
even on ils reduced scale. But this is a ground prehension; 

for the fall of price lends so sti'ongly to expand ine sp ere of con- 
sumption, that, in ail the instances I have been able lo meet with, 
the increase of demand has invariably outrun the increasing powers 
of an improved production, operating upon ihe same productive 
means; so that every enlargement of the power of productive agency 
has created a demand for more of that agency, in the preparation 
of ihe product cheapened by the improvement. 

Of this a striking example has been afforded by the invention of 
the art of printing. By this expeditious method of multiplying the 
copies o. a literary work, each copy costs but a twentieth part of 
what was before paid for manuscript; an equal intensity of total 
demand, would, therefore, lake off only twenty times the number of 
copies; but probably it is within the mark to say, that a hundred 
times as many are now consumed. So that, where there was for- 
merly one copy only of the value of 12 dollars of present money, 
there arc now a hundred copies, the aggregate value of which is 60 
dollars, though that of each single copy be reduced to 1-20. Thus 
the reduction of price, consequent upon a real variation, does not 
occasion even a nominal diminution of wealth.* 

On the other hand, and by the rule of contraries, as a real ad- 
vance of price must always proceed from a deficiency in the product 
raised by equal productive means, il is attended by a diminution in 
the general stock of weahh ; for the rise of price upon each portion 
does not counterpoise the reduction that takes place in the total 
quantity of the commodity; to say nothing of tiie greater relative 
clearness of the object of consumption to the consumer, and of his 
consequent impoverishment in comparison. 

Suppose a murrain, or a bad system of management, to cause a 
scarcity of any kind of live slock, of sheep for instance, the price 
will rise, but not in proportion lo Ihe reduction of the supply ; be- 
cause in proportion as they grow dearer, the demand will decrease. 
If there were but one-fifth of the present number of sheep, it is very 
probable their price would advance lo no more than douole ; so, tba. 
in place of five sheep, which might together be worth 20 dollars at 
4 dollars each, there would remain but one valued at 8 dollan. 
The diminution of wealth in Ihe article of sheep, notwithstanding 
the increased price, must therefore be computed at 60 per cent, 
which is considerably more than a moiety.f 

* Our data in lelation to tlie products of Tamtor limes are too Tow to enable ni 
to dmiuce from thcrn any preciBC result ; but those at all acquainted with the 
subject will see, tliat, whether over or under-slated, will make no dilfeTCDCe in 
Ihe raasoninK. The statistic researches of the present peneralion will provide 
Tuture ag^a with more accurate means of calculation, but \>iii i nothing U) th« 
solidity of tJic principles upon which it must be made. 

tor this nature are the evil effects of tajtation, & il be exorbitant) 

upon the genera! weahh of Ihe community, indep la feci* upon tbe 

individual iissewed. The coat of production, and luii-c. i e real price of 

commoditiea, arc aggravated thereby, and their aggri .□ i liminisbed. 
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Thus* it may be affirmed, that ever^ real reduction of price. 
instead of reducing the nominal value of produce raised, in point of 
£iCt, augments it; and that a real increase of price reduces, instead 
of adding to the general wealth ; to say nothing of the quantum of 
human enjoyment, which in the former case is multiplied, and in the 
latter abridged. Besides it would be a capital error to imagine, tliat 
a real fall of price, or in other words, a reduction in the price paid 
to productive exertion, occasions as much loss to the producer as 

Sin to the consumer. A real depreciation of commodities is a 
nefit to the consumer, without curtailing the profits of the pro- 
ducer. The stocking-maker, who for one dollar manufactures two 
pair of stockings instead of one, gains as much upon that sum as if 
U were the price of a sindc pair. The landed proprietor receives 
the same rent, although, by a better rotation of crops, the tenant 
ihould muhiply and cnea]x;n the produce of his land. Whenever, 
without additional fatigue to the labourer, means are devised to 
double the quantity of work he can [>crform, the ratio of his daily 
gains is not reduced, although his product is sold at a lower price.* 

This will serve to confirm and explain a maxim, which has been 
hitherto imperfectly understood, and even disputed by many writers, 
and sects of political reasoners ; namely, that a country is rich and 
plentiful, in proportion as the price of commodities is low.f 

For argument's sake, I will put the matter in the most favourable 
light for tnose who dispute this maxim, and suppose them to urge an 
extreme rase, namely, that, by successive economical reductions, the 
charges of production are at length reduced to nothing ; in which 
case, it ij evident there can no longer l)c rent for land, interest upon 

* I have met with persons, who imagined themselves adding to national wealth, 
faj fitvourin^ the production of expensive, in preference to tliat of cheaper articles. 
In their opinion, it is better to make a yard of rich brocade than one of common 
■nenet Thev do not consider, that, if the former costs four times as much as 
the latter, it is because it requires the exertion of four times as much pnxluctive 
affency, which could be made to produce four yards of the latter, as easily as one 
01 the former. The total value is the same ; hut society derives less benefit ; for 
1 jard of brocade makes fewer dresses than four yards of sarsenet. It is the 
grand curse of luxury, that it ever presents meanness in company with magnifi- 



iDuponi de Nemours (Physiocrat ie. p. 117.) says, that "it mupt not be sup- 
poaed, that the cheapness of commodities is advanta^reous to the lower classes ; 
lor the reduction of prices lessens the wages of the labourer, curtails his com- 
Ibrta, and aflbrds him less work and lucrative occupation.** But theory and 
practice both controvert tliis position. A fall of wages, occasioned solely by a 
fall in the price of commodities, docs not diminish the comforts of the labourer, 
■ad, inasmuch as the low price of wages enables the adventurer to produce at a 
Wh expense, it tends powerfully to promote the vent and demand for tho pro 
duce of labour. 

Meion^ FarbanTUtiSf and all the partisans of tho exclusive system, or balance 
of trade, concur with the economists in this errnneous opinion; and it has been 
re-affirmed by Sismondi^ in his IVouopaux Prin. d'Ec.on, Pol. liv. iv. c. 6. ; 
where the lower price of products is treated as an advantage gained by the con- 
■nmer npon tlie producer, in despite of the obvious impossibility of any loss to the 
hbourin^ or other oroductive classes, by a reduction tantamount only to t}«e 
nfinf in the coat or production. 
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capital, or wages on labour, and consequently, no longei iny revenue 
to the productive classes. What then! Why then, i say, these 
classes would no longer exist. Every object of human want would 
stand in the same predicament as the air or the water, which are 
consumed without the necessity of being either produced or pur- 
chased. In hke manner asevery one is rich enough to provide him- 
self with air, so would he be to provide himself with every other 
imaginable product This would be the very acme of wealth. Po- 
iilicai economy would no longer be a science ; we should have no 
occasion to learn the mode of acquiring wealth ; for we should find 
it ready made to our hands. 

Although there be no instance of a product falling to nothing in 
price, and becoming worth no more than mere water, yet some 
kinds have undergone prodigious abatements; as fuel in those places 
where coai-]iils have been discovered j and such abatements are so 
many approximations to that imaginary stale of complele abundance, 
I have Just been speaking of. 

If difiereut commodities have fallen in different ratios, some more, 
others less, it is plain (hey must havo varied in relative value to 
each other. That which has fallen, stockings, for instance, has 
changed its value relatively to that which has not fallen, as butcher's 
meat; and such as have fallen in equal proportion, like stockings 
and so'^ar in our hypothesis, have varied in real though not in reto- 
tive vame. 

There is this differcnre between a real and a relative variation of 
price : that the former is a change of value, arising from an altera- 
tion of the charges of production j the latter, a change, arising from 
an alteration of the ratio of value of one particular commodity to 
other commodities. Real variations arc beneficial to buyers, with- 
out injury to sellers; and vice vr.rsil ; but in relative ones, what is 
tained by the seller is lost by the purchaser, and vice versS. A 
ealer, having in his warehouse 100,000 lbs. of wool at 20 cents per 
lb., is vorfh 20,000 dollars; if, by reason of an extraordinary de- 
mand, wool should rise to 40 cents per lb., that portion of his capi- 
tal will be doubled, but all goods brought to be exchanged for wool 
will lose as much in relative value as llie wool will gain. A persoo 
in want of 100 lbs. of wool, who could before have obtained it by 
disposing, say of 20 bushels of wheat valued at 20 dollars, mu« now 
dispose of twice that qiianlity. He will lose the 20 dollars gained 
by the wool-dealer; and the nation be neither enriched nor im- 
poverished.* 

• Thfi Earl of Laiiderdule puhlished in l^H, a work, entitled. "Re.mrcAeJOit 
the Nnlure and Oriipn of Public Wealth, and on the CauiEn ichich enticur in 
ill Inrrrasf ;" llie wliole reafonitig of which is built on this t'rroneriia propneitjon, 
that the scnrcily n(a conimoHity, thou?li il dimintsh the wealth oi'soi^iely in Ifae 
a^groirate, aiitrmGnla that of indivLduafs, by increasing' the value of thai coniKio- 
(lily in the hands of its piisseaaors. Whence the author d< i the unsound 

concluEion, that nalionnl, dit?ers in principle from individi ~i allh. He hu 
not perceived, that, whenever a purchaser is obliged to ocquisitioo bv 

the sacrifice of a grcaler value, he lojoejuet as i u i er gun; UM 
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When sales of this kind take place between one nation and an- 
othery the nation, that sells the commodity, which has advanced in 
relative price, gains to the amount of the advance, and the purchas- 
ing nation loses precisely to the same extent Such a rise of price 
aads Dothing to the general stock of wealth, existing in the world, 
which can only be enlarged by the production of some new utility, 
that may become the object of price or estimation ; whereas, in other 
cases, one always loses what another gains : and so it is with all 
kinds of jobbing transactions, founded upon the fluctuations of prices 
one upon another. 

In all probability, the time is not very distant, when the Euro- 
pean states, awake at length to their real interests, will renounce the 
costly rights of colonial dominion, and aim at the independent colo- 
nization of those tropical regions nearest to Europe j as of some 
parts of Africa. The vast cultivation of what are called colonial 
products, that would ensue, could not fail to supply Europx; in the 
greatest abundance, and probably at most moderate j)rice3. Such 
merchants as shall then nave stock on hand, purchased at the old 

E rices, certainly will make a loss upon that stock ; but their loss will 
e a clear gain to the consumer, \v\\o will for a time enjoy this kind 
of produce, at a price inferior to the charge of pro<luction ; the mer- 
chants will gradually replace their dear-bought produce, by other of 
equal quality, raised with superior intelligence ; and the consumer 
will then reap the advantage of superior cheapness and multiplied 
enjoyment, with no loss to any body; for the merchant will both biiy 
and sell cheaper; and human industry will have made a rapid stride, 
and opened a new road to affluence and abundance* 

that every operation, designed to procure this kind of l>enctit, must occa;jion to 
one party a loss, ecjuivalont to the ^in of another. 

He lisewisc refers this imatrinary differenct) bt^tween tlie principle of public 
and of private wealth to this c ire umstiincc; that the accunuilation of capital, 
which is an advantaire to individual, in detrimental to national wealth, bv ob- 
■tnictinff the consumption, which is tlie t;timulus of industry. He ha^ falkn into 
the very common error of sup[>osin^, that capital is, by accumulation, withdrawn 
from consumption; whereas, on the contrary, it is consumed, but in a re-produc- 
tive way, and so as to atK)nl the meann of a perptitual recurrence of purch-isi*, 
which can occur but once in the case of unpro<luctive consumption. Vide Rook 
HI. infrd. Thus it i«, that a single error in principle, vitiates a whole work. 
The one in question is built fipon this unsound foundation; and, therefore, serves 
only to multiply, instoad of reducinof the intricacies of the subject, (m) 

• The vast means at the disposal of Napoleon mififht have l)een successfully 
directed to this grand object, and then he would have letl the rnputatitm of hsv- 
in^ contributed to civilize, enrich, and people the world; and notof havin;? l)een 



(a) The error of Fjaudenlile is annU>:jous to that of Sismontli and of .Maltlms; 
and ariscsi from thi» notion, fh»it an exten*«ii>n of profluclive power m:ik«".s an 
extension of unproductive consumptii^n neeossiry ; wliereas, it is thereby ren- 
dered possible, or at the utmost probable only. Thn state, as well as its sub- 
jects, may consume in a way conducive to the further exten.sion of pnxlurtivo 
power, and the stnte, like an individual, is powerful and wealthy in pro[M)rtion 
to the extent of the productive sources in its possession, and to tr^e fertility of 
those sources. T. 

36* 20 



tot ON DISTRIBUTION. 

X — '^<~-pC€.^' CHAPTER IV, 
OF vomsnh V. 



In treating of the elevation and depression of the price of com- 
modities, although value has been espressed in money, no notice 
has been taken of the value of money itself; which, to say the truth, 
plays no pari in real, or even in relative variation of liie price of 
other commodiiies. One product is always ultimately bought with 
another, even when paid for in tlie first instance in money. When 
the price of wool is doubled, it is purchased with twice the quantity 
of every other commodity, whether the exchange be made directly, 
or through the intermediate agency of money. The baker, who 
coutd have bought 1 lb. of wool with G lbs. of bread, or, with its 
price in money, say 20 cents, will be obliged to sacrifice 12 lbs. of 
bread to obtain the 40 cents necessary to purchase 1 lb. of wool at 
its advanced price. But, if it be proposed to compare together the 
relative value, not of stockings, meat, sugar, wool, bread, &c., but of 
any one of those articles with that of money itself, we shall find, tbat 
money, like all other commodities, may undergo, and often has, ia 
fact, undergone a real variation ; that is to say, a variation in the 
cost of its production ; and a relative one, that is to say, a change of 
value, in comparison with other products. 

Since the discovery of the American mines, silver, having faileo 
to about a fourth of its former value, has lost three-fourths of its 
relative value to all other products, whose price has, meanwhile 
remained stationary; as to iJiat of corn, for instance; consequently, 
one must give 4 oz. of silver for I setter {about 43 bushels) of wheat, 
which, in the vear 1500, was to be had for 1 oz. or thereabout. A 
commodity, which, since that period, may have fallen to half iH 
price, while silver was falling to one-quarter, will, therefore, have 
doubled its relative value to silver, for this commodity then cost 1 
07.., and would now be worth 4 oz. of silver, had it not fallen itself 
in value ; but having itself lost one-half its value, it is sold lor but 2 
oz. ; that is lo sav, lor twice as much silver as at the former period. 

Such is the encct of real and of relative variation in the price of 
silver. Bui, independently of these variations, there have been vast 
alterations in the denomination given, at diiterent periods during 
the interim, to the same quantity of pure metal, which should make 
us place very little reliance on the accuracy of our estimate of real 
and relative variation. 

In 1514, an ounce of silver would purchase 1 selier of wheat, 

ils scdur^und devaftatur. When tlie Barbary shore c II l»e d with pe«e«> 
fill, industriQUs, ami polished inhabitants, llie Meiiilei win 

Inke, fiirrowpii by the 
every side. 



Cbas. IV. ON DISTRIBUTION. 307 

which is now worth 4 ox. ; this was a relative variation of silver to 
wheat This 4)uantity oi silver then was denominated 30 sous ;* 
andy had the same quant it v ot' silver still preserved the same denom- 
ination* 4 oz. would now (>c called I20s. or ii fr. Thus, wheat at 6 
fr. the selitT would liave risen in relation to silver, or silver have 
fallen in comparison witli wheat. Tliere would, however, have 
been no nominal variation. But 4 oz. of silver are now dent^niinated 
24 yr. instead of 6 Jr. ; so that there has been a nominal as well as a 
relative variation, — a mere verbal alteration. The real and relative 
variation has been in the ratio of 4 to 1 ; but the nominal value of 
money has declined in the ratio uf 16 to 1, since 1514. 

It is obvious, therefore, that one cannot form an idea of the value 
of a commodity from its estimate of money price, cxce|»t (lining a 
space of time, and within a space of territory, in which neilhcr the 
disnomination of tlie coin, nor the value of its material, has under- 
gone any change; else the valuation will be merely noininnl, and 
convey no fixed idea of value whatever. To say that the setier of 
wheat sold for 30 sous in 1514, without explaining the then value 
of 30 souSt is giving us a price, that conveys either no idea at all, or 
a fallacious one, if it be meant to alKrm, that the setier of wheat was 
then worth 30 sous of present money. In comparing values, the 
denomination of coin is useful onlv inasmuch as it dcsic^naics the 
quantity of pure metal contained in the sum s|iccified. It may serve 
to denote the quantity of the metal ; but never serve as an index of 
value at any distance of time, or of place. 

It is scarcely necessary to ]H>int out the effects of an alteration in 
the quantity of metal, to which a fixed denomination is given, upon 
national and individual pro()erty. Such an exjxsdicnt can rivith; r 
increase nor diminish the real, or even the relative value, either of 
the inel«al or of anv other comm<jditv. If 1 oz. of silver l)o struck 
into two crowns instead of one, two crowns will l)e j^aitl wherever 
one was given before; that is to siiy, 1 oz. of silver will bo given in 
either case: so that the value of silver will not have varied. But 
when a sale has been made on credit for a given time, and i^ayment 
stipulated in crowns, the seller may be liable to receive i oz. in each 
crown, instead of 1 oz. according to the intention of tfio contract- 
ing parties. This transfer of the oM denomination to a ilitlercnt 
portion of metal will, therefore, unjustly benefit the one prirty, to 
the injury of the other. F(»r every profit to one individual is a loss 
to another, unless it arise from actual producth'n, or from greater 
economy in the charges of production, which is equivalent to actual 
production. 

With regard to the peculiar and inherent value of bullion or of 
money, it originates, like that of all other commodities, in the uses 
to which it is apftlicable, as we have before observed. The dcijree 
of that value is greater or less, according as its use is nvuv or less 

* TVotfe iliMlarique, Lnblanc : and, Eisai sur lea Monnaies, by Duprc de 
Smini MauT 
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exCeasive, its employment more or less necessary, and its supply 
more or less abundant. 

Gold and silver, though the most common materiala of money, 
can not act aa such while in an uncoined slate; they are then not 
money, but the raw material of iiioney. In the present condition 
of society, every individual can not turn bullion into coin at his 
pleasure; and, therefore, coin may be of considerably higher value 
than bullion of the same standard of weight and qoaUty, if the de- 
mand lor coin be more urgent than the demand for bullion. But 
bullion can never be perceptibly higher in value than coin of equffl 
weight and quality; because the latter may be readily converted 
into the former. The reason wliy coin so seldom much exceeds 
bullion in value is, tiiat the avidity of governments, which are 
monopolists of the business of coinage, to profit by the ditference 
between coin and bullion, has led them into the ciTor of overstock- 
ing the market with their manufacture of coin. Thus it is, that coin 
is never depressed in value below, and rarely much elevated above 
bullion. Wherefore, the detail of the circumstances, that have 
hitherto been, or may hereafter be, the occasion of variations in the 
intrinsic value of gold or silver bullion, will serve at the same time 
to explain the variations of Ihcir value in the peculiar character of 
money. 

It has already been noticed,* that the ten-fold supply of those 
melals, poured into the market in consequence of llie discovery of 
America, did not eHect a corres|.>onding reduction of their value to 
-,'fl of what it had before l>een. For, the demand for ihem was at 
the same period greatly enlarged by the conicmporaneous increase 
of commerce, manufacture, and luxury. All the leading states of 
Europe had before lieen wholly destitute of industry : the circulation 
of products, whether as capital or for mere consumption, was very 
trifling in amount. Industry and productive enc-gy made a sudden 
and simultaneous effort all over Europe ; and the commodity em- 

Eloyed as the material of money, llie agent of exchange, could not 
ut come more in demand, upon the greater extent and frequency 
of mutual dealings. About iho same time, the new route to the 
Eastern ocean, by rounding the Ca])e of Good Ho])e, was discover- 
ed, and drew abundance of adventurers into that direction; the 
products of the East obtained a more general consumption i but 
Europe, having no other products of her own to ofl'er in exchange, 
was compelled lo give the precious melals, of which India absorbed 
an immense quantity. Nevertheless, the multiplication of products 
tended to the increase and diffusion of weahh ; mere iiiglers grew up 
into opulent merchants, and the fishing towns of Holland already 
reckoned amongst their citizens individuals worth J.OOO dollars 
The costly objects, that none but princes could i -e aspire to 
]K)ssess, became attainable by the commercial cli ; and the in 
creasing lasle for plate and expensive furniture crei d a greater 
* Suprd, book i, chap, 21. secL 7. 
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demand for gold and silver to be employed on those objects. 
Beyond all question, the value of those metals would have prodi- 
giously advanced, had not the mines of America been then oppor- 
tunely discovered. 

Their discover)' completely turned the scales. The rapid increase 
of the use and demand for gold and silver was far more than coun- 
terbalanced by the increasing supply, which completely glutted the 
market Hence the great reduction of their value, which has beeii 
before observed upon, and which would have been far greater still, 
but for the concurrence of the circumstances just stated, whereby the 
▼aluc of silver, or its price in commodities at large, was checked in 
its fall, and limited to one-fourth, instead of being depressed in equal 
ratio with the increased supply, that is to say, to one-tenth. 

This counteracting force must have escaped the penetration of 
Locke, or he would not have said, that the tenfold increase of silver, 
since the year 1500, necessarily raised the price of commodities in 
a tenfold degree. The few instances he mignt have cited in support 
of his position, were by no means sufficient to establish its accuracy ; 
for a far greater number and variety of products might be mentioned, 
for which, as well as for silver, the demand compared with the sup- 
ply had increased in the ratio of 2' to 1, between 1500 and the date 
or the work of Locke in question.* But, although this may \yc true 
of some particular products, it may not be so of abundance of others, 
for some of which the demand has not advanced at all since 1500, 
while the supply of others has kept pace with the progressive 
demand, and consequently the ratio of their value remained station- 
ary, with the exception of trilling temporary variations arising from 
causes of a nature wholly distinct ; which, by the way, should teach 
us the neccssitv, in this science, of snbmittini; insulated facts to the 
test of reasoning : for fact will not subvert theory, unless tlic whole 
of the facts applicable be taken into consideration, as well as the 
whole of the circumstances, that may vary the nature of those facts • 
which is hardly possible in any case. 

* The increased intensity of the demand for silver compared with its supply, 
consequent upon the dincovery of America, is stated at 2} to 1, because, but 
for this increase of demand, the tenfold supply would have reduced its value to 
one-tenth of what it had been previously to that event, and piven to 100 oz, the 
Talue of 10 oz. only. But 1(K) oz. were onlv reduced to one-fourth of their 
tanner value, f*. e. to the value of 25 oz. ; which bears to 10 oz. the ratio of 2) 
to 1. This could not have been the case, unless the demand for silver, compared 
with the supply, had advanco<l in that proportion. But the supply havinfif 
increased tenfold in the same interval, if we would find the ratio of the actual 
increase of the demand fur silver, whether for the purposes of circulation, of 
liuary, or of manufacture, since the first discovery of the American mines, we 
mast multiply 2j by 10, which will ^ive 25. And probably this estimate will 
not exceed the truth, althou^rh 25 times may seem a prodicious advance. How- 
ever, it would doubtless have been infinitely less considerable, but for the in- 
flox of supply from America; for the excessive deamess of silver would have 
greatly curtailed the use of it. Silver plate would probably be as rare as p|Y)ld 
(rfate is now ; and silver coin would be less abundant, because it would go fiir 
Cher, and be of higher vmluo. 
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The writers of the Encyclopedic have fa n in same error, 

in stating,* that a household establishment, ^^i.^.v) ine silver plate 
should not have varied in quantity or quahly from the middle of the 
sixteenth century to the present time, would be but one-lenih as rich 
in plate now as at the former period. Whereas, its comparative 
wealth would be reduced to one-fourlh only ; since, although the 
increase of supply has depressed that value to iVo, the increase of 
demand, on the other hand, has raised it to iVi-t 

It is deserving of attention, that the major part of the coin is in 
constant circulation, in the appropriate sense of the word, as defined 
above. In this respect it diners from most other commodities; for 
they are in circulation only so long as ihey are in the hands of the 
dealers, and retire from it as soon aa transferred to the consumer. 
Money, even when employed as capital, is never desired as an object 
of consumption, but merely as one of barter ; every act of purchase 
is an offer of money in barter, and a furtherance of its circulation. 
The only part withdrawn from circulation is what may be hoarded 
or concealed, which is always done with a view to its re-appearance. 

Gold or silver, in the shape of plalo, embroidery, or jewellery, is 
in circulation only while in quest of, or in readiness for a purchaser ; 
which it ceases to be, when it reaches the possession of the con- 
sumer. 

The general use of silver amongst alt the civilized nations of the 
world, coupled with its ereat facility of transport, makes it a commo- 
dity of such extensive demand, that none but a very large tntliix of 
fresh supply can sensibly affect its value. Thus, when Xenophoo, 
in hia essay on the revenues of Athens, urges his countrymen to 
give more assiduous attention to the working of the mines of Attica, 
by the suggestion, that silver does not, like other commodities, 
decline in value with the increase in quantity, he must be understood 
to say, that it does not perceptibly decline. Indeed, the mines of 
Attica were loo inconsiderable in their product, to influence the 
value of the stock of that metal then existing in the numerous and 
flourishing stales upon the borders of the Mediterranean Sea, and in 
Persia and India ; between alt which and Greece the commercial 
intercourse was sufficiently active, to keep the value of silver sta- 
tionary in the Grecian market. The driblet of silver, furnished by 
Atiician metallurgy, was a mere rivulet trickling into an ocean of 
existing supply. It was impossible for Xenophon to foresee the 
influx of the American torrent, or to guess at the consequence of 
ils irruption. 

If silver were, like com and other fritils of the earth, an object of 
human food and sustenance, the enlargement of the sources of ita 

• ArL Monnaiei. 

+ If wo are to belipve Rlcardo, the itif rease of demsnd m etfhcX npon 

value, which is di'lermiiieii aolciy by the cost of production. seem* not to 

have perfeiveii, (hat it la demand that makes ^"■^uctive i mi nn object of 

appreciation. A diminution of the demand for luld Ibroir all 

D^o^e mineei out of work, of which the lower ic ui ji at adequate U 

tt<o charges of tiriiiging the pioduct to nurlEeL 
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8iq>ply would not have lowered its value ; for the strong impulse of 
the human race, towards the multiplication of their s|)ecics to a level 
with the means of subsistence, would have made the demand keep 
pace with the increase of suppK-. The tenfold multiplication of 
com would be followed by a tenfold increase of the demand for it ; 
inasmuch as it would engender new mouths to consume it ; and corn 
would maintain nearly the same average of relative value to odier 
commodities. 

This will explain, why the variations of the value of silver arc 
both slow in operation, and considerable in amount Their slow- 
ness is owing to the universality of the demand, which j)revenls 
a moderate variation of supply from being sensibly felt ; and their 
magnitude to the limited uses of the metal, which prevent the in- 
crease of demand from keeping pace with a rapid increase of supply. 

Silver has utility for the purposes of plate, furniture, and orna- 
ment, as well as for those of money ; and is the more copiously 
employed on tliose objects, in proportion to the decree of national 
wealth. Its use in the peiniliar character of money is proportionate 
to the quantity of moveable and immoveable objects of projx^rty, that 
there may be to be circulated ; wherefore, coin would be more abun- 
dantly required in richer than in poorer nations, were not the follow- 
ing circumstances to control this general rule. 

1. The superior rapidity of circulation, both of money and com- 
modities in a state of national opulence, which makes a smaller 
quantity of money requisite, in pro|K)rtion to the total of commer- 
cial dealings. The same sum in a rich country will eflect perhaps 
ten successive operations of exchange in the same space of time, as 
one in a poor country.* Wherefore, the multiplication of commo- 
dities to be circulated is not necessarily attended with a co-extensive 
increase of the demand for money. The business of circulation is 
extended; but the agent of circulation becomes more active and 
efficient. 

2. In a state of national opulenro, credit is a more frequent sub- 
stitute for money. In Chap. XXII, of the preceding book, it has 
been shown how a portion of the national money niay Im disjiensed 
with by the emplovment of convertible paper, without any resuhing 
incon\'cnience.t t)y this cxjtedicnt. the use of metal money, and, 
consequently, the demand for silver for the jMirposes t)f money, is 
considerably diminished. Nor is convertible pajx.*r the sole ex|>e- 

* In 1 poor oountrvt nOf^r a «1<*nlor h^s digpofMMl of hiH wiin^ix, ho ia flornotimcs 
a lonj^ while befiirc ho can proviilo hiinnolf with iho rotiirnH ho hnri in vioiv ; and, 
dnrinff the interval, the monry-pn)ceo<l8 remain irlle in Uin hondn. Moreover, 
in a poor country, th«^ invrstmrnt of money is nlwnyH (lifllcult. SnvinfTri arc 
elowand ffradual, and are m^ldoin tiirnod to profitable ncrotmt, jntil afler a Inpse 
of many years; so tliat a ;;rcat deal of money Ih alwayn lyinj^ by in a vtate of 
inaction. 

t Ricanlo, whom I look upon aR tho individual in Kurope the be<l acquaintod 
with the mibject of miin**v, Jxith in theory and in practicp, haH Kbown, in his 
PfUfOMalfor an rronomiral and $rrurf (Currency, that, when the jjtkhI p<»vern- 
ment oftlic state may b<* s*af(*ly rfckoned ii^vjn, paper may be auhHtitiitiid for the 
vittie of a netallic money ; and a matcriaJ posscMscd of no intrinsic value bf 





^ 
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dicnl of substitution amongst an industrious and commercial people: 
every kind of private obligations and covenants, as well as sales oa 
credit, transfers of inoney-credil, and even mere debtor and creditor 
accounts current, have an ellcct precisely analogous. 

Thus the necessity, and consequently the demand, for metal mo- 
ney never advances in equal ratio with the progressive multiplica- 
tion of other products ; and it may be truly said, tliat the richer a 
nation is, the smaller is the amount of its coin, in comparison with 
other nations. 

Were the quantum of the supply alone to determine the exchange- 

I able value of a cominodity, silver would stand to gold in ihe ratio of 
1 lo 45 ; for silver and gold are produced , by metallurgy as 45 to 1.* 
But iJiQ demand for silver is greater than for gold i its uses are both V 

'■ far more general and far more various ; and thus its relative value 'i 

^i^l is prevented from falling lower than 1 to 15, ■v*' 

A portion of the demand for the precious metals is occasioned by ■-. 

i^j their gradual destruction by use; for, although less subject to decay i 
■{ than most products, they are still perishable in a certain degree; anii.'^ 

1 doubtless the \vear, though slow, must be considerable upon the im- 
' incnse quantity of gold and silver in constant use, as well in the 
character of money, as in the various objects of spoons, forks, gob* 
lets, dishes, and jewellery of all sorts. There is likewise a. large 
consumption in plating and gilding. Smith asserts, that the manu- 
jacturcrs of Birmingham alone, in his time, worked up annually, as 
much as the worth of 50,000/. in these ways.-f A further allowance 

pikiltiil mann('Mnenl. be ttkiAc to Biipphint a denr and ciimbroiia one, wbose me- ' 
lajlic properties are never called into play by the fum:tionB of money. * 

* Ihimbol'h. Enai Pot. hit la Nouvetle Espagnf, Bvo. torn. iv. p. 222. 

+ WeaUh nf y aliens, book i. c. 11. T)ie mnnufae luring' consumption oFBir- 
iiiingliajn uiiii olher towus bus gicilly increased since llie date oTtiiat wor)(.(l) 

(1) Mr. Jacobs, in his work on the precious melals, lo which we have alre«dj 
had occasion to refer, has Ehci! much lig'lit on the consumptioo. as well as oil 
tho production, of gold and silver, both before and since the discovery of th» 
American continent. His Iwenly-siilh ebapler is derotod to an inqniry into Uie 
consumption of the prccjoixs metals rrom ISID to 1630. This chapter Bttonnda 
with highly inslnictivc and curious details, whicli il would be here impassible 
to present, but which furnish the grounds of the Ibllowing statements, also taken 
from llin same chapter, and which fully demonstrate the great increase in Iha 
consumption of golJ onci Hilrer, in what our anthor, in this note, calls "the 
mnnofnc til ring: ainmimption," since the date of Dr. Adam Smith's work on tho 
' Wi'allli of Nations, lo which he refers. 

1 AccordinfT, then, to Mr. Jacolw, the annual consumpfion of Ihe precious 

metals, from 1810 to l.'WI, in tlieir application tc omamenlal and luxurious pur- 
iwscs, he estimates as foitovii's.' 

In Great Britain y,4.')7,221I. I 

J-'rance 1.200,(W0 1 

SwJtierland 3W,()0O 1 

Tlie rest of Europe, . . l,fXl.'i,4t)0 
America 2811,030 



Making the whole amount, .... 5,693,3111. equal a036 dollars. 

J kx BBmuiu 
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must be made for the consumption of embroidery, tissue, book-bind- 
ing, &c., ail which may be set down as finally lost to other purposes. 
Add to this the buried hoards, the knowledge of which dies with 
the possessor, and the quantity lost by shipwreck. 

If the nations of the world ^o on increasing their wealth, as most 
of them certainly have done lor the last three centuries, their want 
of the precious metals will proffrcssively advance, as well in conse- 
quence of the gradual wear, uTiich will be greater in proportion to 
iheir increasing use, as of the multiplication and increased aggregate 
value of other commodities, which will create a larger demand for 
the purposes of transfer and circulation. If the produce of the 
mines do not keep pace with the increasing demand, the precious 
metals will rise in value, and less of them be given in exchange for 
other products in general. If the progress of mining shall keep 
pace with the advances of human industry, their value will remain 
stationary, as it seems to have done for the last two centuries ; during 
which the demand and supply have regularly advanced togctlier.* 

* We are assured by HumholdU that the produce of the mines of Mexico has, 
in the last 100 years, been increased in the ratio of 110 to 25 ; also, that such is 
the abundance of silver ore, in the chain of the Andes, that, reckonin^^ the num- 
ber of veins either worked superficially, or not worked at all, one would be led 
to imagine, that Europe has hitlierto had a mere sample of tlieir incalculable 
storee. £«sat Pol, tur la N, Espafftie, 8vo. tom. iv. p. 149. 

The very slight and gradual depreciation of gold and silver, effected by their 
immense and increasing annual supply, is one amongst many proofs of the rapid 
and general advance of human wealth, whereby the demand is made to keep 
pace with the supply. Yet I am inclined to think, that Uieir value, after remain- 
ing nearly stationary for a century, has within Uio last thirty years begun again 
to decline. The seder of wheat, Paris measure, which was for a long time, on 
ao average, sold for 4 oz. of silver, has now risen to 4^ oz., and rents are 
raised upon every renewal of lease. All other things seem to be rising in the 
like proportion : which indicates, that silver is undergoing a depreciation of rela- 
tive value. (1) 

(1) In a fiirmer note we referred to the great decline, since the year 1809, in 
the productiveness of the whole mines, both in this and in the eastern continent, 
OD the authorities which Mr. Jacobs has given, in his learned work on the pre- 
cious metals. From the same work, we here extract his concluding observations 
of the twenty-sixth chapter, in relation to the stock of coin now in existence, 

a' which it will appear, that during the twenty years from 1810 to 18!)0, 
e diminution of gold and silver coin amounted to nearly one-sixth part of the 
whole stock. 

** We have estimated," says Mr. Jacobs, ** the stock of coin in existence at 
the end of the year 1809 to have been 380 million pounds; and the additions 
made to it between that period and the year 1820, at the rate of 5,186,800 
pounds annually, would make it 10!3,730,000 poimds. 

Trom the 380.000,000 of coin left in 1S09, we deduct for loss 
faj abrasion, at the rate of 1 part in 400 in each year, which 
in the 20 years would amount to 18,095,220/., thus leaving 
inlW», 361,904,7P0/. 

To which may be added the supply from tlie mines 10Si,730,(M)0 

Thua showing 4f)5,640,780: 

27 2P 
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And, if Ihe supply of those metals outrun the pn ■ of cenerat 

wealth, as it seems to be doing al this moment, llioy will fall in re- 
spect lo other commodities at large. Metal- money will thereby be 
rendered more cumbrous; but the other uses of gold and silver will 
be more widely diffused. 

It would be a long and tedious task to expose all the false reason- 
ing and erroneous views, originating in tlie perpetual confusion of 
the dilTerent kinds of variation, (hat it has cost so much time to ana- 
lyze and distinguish. It is enough to put the reader into a conditioii 
himself to discover their fallacy, and estimate the tendency of mea- 
sures avowedly directed to influence public wealth) by operating 
upon the scale of value. 



OF THE MANNER IN WHICH REVENUE IS DISTRIDUTED AMONfiST 80CIBTT. 

The causes, which determine the value of things, and which op^ 
rale in the way described in the preceding chapters, apply without 
exception to all things possessed of value, however perishable; 
amongst others, therefore, to the productive service yielded by in- 
dustry, capital, and land, in a slate of productive activity. Those, 
who have had at ihcir disposal any one of these three sources of 

From which must be deducted thai converted 

into utensils and ornaments, .... 5,613,611 
And that transferred into Asia, . . . 2,000,000 

7.612,611 annuftlly. 
Or in twenty years 152,253,230 



This would show the estimated amount ot the end of 1829 to be, 3I3,38e,56«. 

Or less than at the end of 1809 66,611,M0(; 

Or a diminution of nearly one-sixth part in the twenty years." 

" During the period we have been cons ide ring, and indeed for many yetn 
belbre, the comparative value of gold to silver had scarcely experienced any 
alteration. According to the view here taken, the amount of gold applied to 
piirpoaes of luxury hod far exceeded that of silver, perhaps in the proportioa of 
fi>iir to one; but, on the other hand, the treasure transferred lo India and Cbim 
has consisted chiefly of silver, and much more gold had been brought to Europe 
from those countries llian had been conveyed to them. It has bemre (twenty- 
fifth chapter of this inquiry) been attempted to be shown Ilat the durability of 
g(i\i in coin is in ttie proportion of four lo one greater than timt of silver. It 
lioa, loo, been shown that the recently inereased produce of the ines of RtwBB 
has conEtisted chiefly of gold. These circumstances, on which < r limits do not 
admit of enlargement, miijlit he shown to be sufficient to account, lor the equable 
rate of value which has been preserved between the two during a long 

Ahericak GDrroa. 
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production, are the venders of what we shall here denominate pro* 
ductive agency; and the consumers of its product are the purchasers. 
Its relative value, hke that of every other commodity, rises in direct 
ratio to the demand, and inverse ratio to the supply. 

The wholesale employers of industry, or adventurers, as they 
have been called, are out a kind of brokers between the venders and 
the purchasers, who engage a quantum of productive agency upon a 

?irticular product, proportionate to the demand for that product.* 
he farmer, the manufacturer, the merchant, is constantly occupied 
in comparing the price, which the consumer of a given product will 
and can give for it, with the necessary charges of its production ; if 
that comparison determine him to produce it, he is the or^an of a 
demand tor all the productive agency applicable to tliis object, and 
thus furnishes one of the bases of the value of that agency. 

On the other hand, the agents of production, animate and inani- 
mate, land, capital, and human labour, are supplied in larger or 
smaller quantity* according to the action of the various motives, that 
will be detailed in the succeeding chapters ; thus forming the other 
bases of the value at which their agency is rated.f 

Every product, when completed, repays by its value the whole 
amount of productive agency employed in its completion. A great 
part of this agency has been paid for before the entire completion of 
the product, and must have been advanced by somebody : other part 
has Deen remunerated on its completion ; but the whole is always 
paid for ultimately out of the value of the product. 

By way of exemplifying the mode, in which the value of a pro- 
duct is distributed amongst all that have concurred in its produc- 
tion, let us take a watch, and trace from the commencement, the 
manner in which its smallest parts have been procured, and in which 
their value has been paid to every one of the infinite number of 
concurring producers. 

In the first place we find, that the gold, copper, and steel, used in 
its construction, have been purchased of the miner, who has received 
in exchange for these yiroducts, the wages of labour, interest of capi- 
tal, and rent paid to the landed proprietor. 

The dealers in metal, who buy of the original producer, re-sell to 
those engaged in watchmaking, and are thus reimbursed their ad- 
vance, and paid the profits of their business into the harp^ain. 

* II has been already seen, that the demand fur every profhict is fn^nt, in 
proportion to the de^ee of its utility, and to the quantity of oilier products pos- 
Mssed by others, and capable of bcinp given in exclianfrc In other wordss Uie 
nlility of an object, and the wealtii of Llic purcha^Ts, jointly determine the extent 
of the demand. 

t In digesting the plan of thin work, I heftitateil for a lon^r time, whether or 
IM to place the analysis of value before that of pHxturtion ; to explain the nature 
of the quality produced, before entering upon tht« investigation of the nxNle nf 
its production. But it appeared to me, that to make the f<Mindation of valuo 
intelli^riblc, it was nccearary to have a previons knowledjre of wherein the cot<t 
of production consists ; nnd for that purpose to have a just and enlarifed concep- 
tkmof the agents of oroduction, and of the service they are capable of yicldmg 
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The respective mechanics, who fasliion the different parts whereof 
a watch is composed, sell them to the watchmaker, who, in paying 
Ihem, refunds the advance of their previous value, together wiin the 
interest upon that advance; and pays, besides, the wages of labour 
hitherto incurred. This very coinjilex opei-alion of payment may 
be effeclcd by a single sum, equal to the aggregate of those uniteil 
values. In the same way, the watchmaker deals with the me- 
chanics ihat furnish the dial-plate, the glass, &.C., and such ornaments 
as he may think fit to add, — diamonds, enamel, or any thing he 
pleases. 

Last of all, the individual purchaser of the watch for his own use 
refunds to the watchmaker the whole of his advances, together with 
interest on each part respectively, and pays him besides, a profit OD 
his |>ersonal skill and industrj'. 

We find, then, that the total value of the watch has been shared 
amongst all its producers, perhaps long before it was finished; and 
tliose producers are much more numerous than I have described or 
than is generally imagined. Among them, probably, may be found 
the unconscious purchaser himself, who has bought the watch, and 
wears it in his fob. For who knows but he may have advanced his 
own capital to a mining adventurer, or a dealer in melal ; or to the 
director of a large factory; or to an individual who acts himself in 
none of these capacities, but has underlcnl to one or more such per- 
sons a part of the funds he has borrowed at interest from the iden- 
tical consumer of the watch? 

It has been observed, that it is by no means necessary for .a pro. 
duct to be perfected for use, bofoie the majority of its concurring 
producers can have been reimbursed that portion of value they hava 
contributed to its completion ; in a great many cases, these produce^ 
have even consumed their equivalent long before the product has 
arrived at perfection. Each successive producer makes the ad\*ance 
to his precursor of the then value of the product, including the 
labour already expended upon it. His successor in the order of 
production, reimburses him in turn, with the addition of such value 
as the product may have received in passing through his hands. 
Finally, the last producer, wlio is generally Ihc retail dealer, is com- 
pensated by the consumer for ihe aggregate of all these advances, 
phts the concluding operation performed by himself upon ihe 
product. 

The whole revenues of the community arc distributed in one and 
the same manner. 

That portion of the value produced, which accrues in this manner 
to the landed prnprielor, is called the profit of land ; which is some- 
times transferred to Ihe farmer, in consideration of a fixed rent 

The portion assigned lo the capitalist, or person making the ad- 
vances, however minute and for however short a period of time, ii 
called the pmfil nf cnpital ; which capital is sometimes lent, and 
ihe profit relinquished on condition of a stipulated interest. 

The portion assigned to the mere mechanic or labourer is called 
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he profit of labour ; which is sometimes relinquished for certain 
oages.* 

Thus, each class receives its respective share of the total value 
>roduced; and this share com(x>ses its revenue. Some classes re- 
reive their share piecemeal, and consume as fast as they receive 
t ; and these are the most numerous, for they comprise most of the 
abouring classes. The land-holder and the capitalist, who do not 
iiemsolves turn their means to account, receive their revenue period- 
cally, once or twice, or nerhaps four times a year, according to the 
;erms of the contract with the transferee. But, in whatever manner 
I revenue may be derived, it is always analogous in its nature, and 
nust originate in actual value produced. Whatever value an indi- 
vidual receives in satisfaction of his wants, without having eitlier 
directly or indirectly concurred in production of some kind or otherp 
Tiust l>e wholly either a gratuitoji» ^i oX a spoliation ; tliere is no 
>ther alternative. - '. 

It is in this way, tluit the total value ofvproducts is distributed 
imongst the members of th& community; f^^ay, the total value, 
because such part of the whole value produced,\s does not go to one 
3f the concurring producers, is received Jby the\est. The clothier 
buys wool of the farmer, nays his workmen in eyery department, 
una sells the cloth, the result of their united' exertionf at a price that 
reimburses all his advances, and aifurds himself a profit. He never 
reckons as profit, or as the revenue of his own industry, any thing 
more than the net surplus, after deducting all charges and outgoing; 
but those outgoings are merely an advance of their respective reve- 
nues to the previous producers, which are refunded by the gross 
value of the cloth. The price paid to the farmer for his wool, is the 
compound of the several revenues of the cultivator, the shepherd, 
and the landlord. Although the fanner reckons as not produce only 
the surplus remaining niter pnynient of his landlord and his servants 
in husbandry, yet to them these payments arc items of revenue, — 
rent to the one, and wages to the other ; to the one, the revenue of 
his land, to the other, the revenue of his industry. The aggregate 
of all these is defrayed out of the value of the cloth, the wholef of 
which forms the revenue of some one or other, and is entirely ab- 
sorbed in that way. 

* Id the above instance of the wntch, mnny of the artisans ore themselves the 
idventnrera in respect to their own imhistry ; in which case their receipts are 
profits, not wages. If tlic maker exclusively of the chnin tiiinst?lf, buys the 
iteel in its rude state, works it up, and soils tlic chnin on his own account, he is 
the adventurer in respect to this particular part of the mnnufactnre. A llax- 
ipinner buys a few penny-worth of fljl^, s^pina it, anil converts her thread into 
Dioncy. Part of this money jjoos to the purchase of more fl ix ; this is her cap- 
ital; another portion is spent in salisfyinff h^r wants; this is tlie joint profit of 
ber industry and her little capital, and forms her revenue. 

t Ei'en tliat portion of the pross value, which is al)sorl>ed in tlie maintenance 
DT restoration of the vested capital or machinery. If liis works need refuirs, 
arhich are executed by the proper mechanic, the sum expended in them forma 
the revenue of that mechanic, and is to the clothier a simple advance, which it 
rBfimded, hke any other, by the value of the omdnct when coniDleted. 
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AVhcnce it appears, that the term net produce a s only to the 
individual revenue of each separate producer or adventurer in 
industry; but lliat the aggregate of individual revenue, the lolsl 
revenue of the community, is equal to the grosg produce of its land, 
capital, and industry. Which entirely subverts the system of the 
economists of the last century, who considered nothing but the net 
produce of ihe land as forming revenue, and therefore concluded 
ihat this net produce was all that the community had to consume^ 
instead of admitting the obvious inference, Ihat the whole of what 
has been created, may also be consumed by mankind.* 

If national revenue consisted of the mere excess of value produced 
above value consumed, this most absurd consequence would be ine- 
vitable, namely, that, where a nation consumes in the year the tola! 
of its annual product, it will have no revenue whatever. Is a man 
possessed of an income of 2000 dollars a year, to be said to have no 
revenue, because he may think proper to spend the whole of it I 

The whole amount of profit derived by an individual from hi' 
land, capital, and industry, within the year, is called his annutl 
revenue. The aggregate of the revenues of all the individuals, 
whereof a nation consists, is its national revcnue.f Its sum is the 
gross value of the national product, minus the portion exported; for 
the relation of one nation, is like that of one individual to another. 
The profits of an individual are limited to the excess of his incoroe 
above his expenditure, which expenditure, indeed, forms the reve- 
nue of other persons, but, if those persons be foreigner?, must be 
reckoned in the oslimate of the revenue of the respective natioin 
they may belong to. Thus, for instance, when a consignment of 
ribbons is made to Brazil to the amount of 2000 dollars, and the 
returns received in cotton, in estimating the resulting product 1o 
France from this act of dealing, the export made to Brazil in pay- 
ment of the cotton must be deducted. Supposing the investment of 
ribbons to procure, say 40 bales of cotton, which, when they reacli 
France, will fetch 24'00 dollars, 400 dollars only of thai sum Trill 
go to the revenue of France, and the residue to that of Brazil 

Did all mankind form but one vast nation or community, it would 
be equally true in respect to mankind at larce, as to the internal pro- 
duct of each insulated nation, that the whole gross value of the 
product would be revenue. But so \on^ as it shall be necessary to 
consider the human race as split Into distinct communities, taking 

* Fnrt of the value created la due to natural sj^ncy, amongst which that of 
land is comprised. But, as Btatcd above in Book I., land is treated as i (iHchiH 
or instrument, and its appropnator as llie producer that «ete it in motion ; io Uka 
manner aa thu productive quality of canilal is said to he the productive qutlitf 
of tlio capitalist to whom it Jwlungs. Mere verbal criticism m of Utile moment, 
when onte Ihe meaning is explained ; it is the correclneKs of the iiiea, kbA doI 
of the e;cpression, that is materia!. 

t The term national revenue, has been Bometimcs incorrc applied to the 
financial receipts of the state. lodiviiluuH indeed, pay u ;es out of their 

respective revenues; but the sum levied by taxalian is rioi ,. le, but ntheri 
Lix upon revenue, and sometimes unhappily upon capital too. 
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each an independent interest, this circumstance must be taken into 
the account. Wherefore, a nation, whose imports exceed its ex* 
ports in value, gains in revenue to the extent of the excess ; which 
excess constitutes the profit of its external commerce. A nation 
that should export to the value of 20,000 dollars, and import to the 
value of 24,000 dollars wholly in goods, without any money passing 
on either side, would make a profit of 4000 dollars, in direct contra- 
diction to the theory of the partizans of the balance of trade.* 

The voluminous head of perishable products consumed within the 
year, nay, often at the very moment ol production, as in the case of 
all immaterial products, is nevertheless an item of national revenue. 
For what are thev but so many values produced and consumed in 
the satisfaction of human wants, which are the sole characteristics 
of revenue ? 

The estimation of individual and of national revenue is made in the 
same way, as that of every collection of values, under whatever 
varieties of form ; as of the estate of a deceased person. Each pro- 
dact is successively valued in money or coin. For instance, the 
revenues of France arc said to amount to 1300 millions of dollars 
which by no means implies, that the commerce of France produces a 
return of that amount in specie. Probably a very small amount of 
specie, or none at all, may have been imported. All that is meant 
uy the assertion is, that the aggrcf^ate annual products of the nation, 
valued separately and successively in silver coin, make the total 
value above stated. The only reason of making the estimate in 
money is, the greater facility acquired by habit of forming an idea 
of the unchangeable value of a specific amount of money, than of 
other commodities. Were it not fi)r that facility, it would \)C quite 
as well to make the estimate in corn ; and to say, that the revenues 
of France amounted to 1,300,000,000 bushels of wheat, which at 
one dollar the bushel, would make precisely the same amount. 

Money facilitates the circulatii.)n from hand to hand of the values 
composing both revenue and capital ; but is itself not an item of 
annual revenue, m>t bein^ an annual product, but a product of 
previous commerce or metallurgv, of a date more or less remote. 

The same coin ha«? cfTcctcd the circulation of the former vear, 
possibly of the former century, and has all the while remained the 
same in amount; nay, if the value of its material have declined in 
the interim, the nation will even have lost upon its capital existing 
under the form of money; just in the same way as a merchant 
would lose upon the fall of price of the goods in his warehouses. 

Thus, although the greater part of revenue, that is to say, of value 
produced, is momentarily resolved into money, the money, the 
qoantity of silver coin itself, is not what constitutes revencc ; reve- 
nue is value produced, wherewith that (juantity of silver coin has 

* Their profit arisos from incroaso of vahic cflfpcted by the transport upon 
both the export and the import, by the time they have reached their destination 
ffMpwtively. 
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been bought ; and, as that value assumes the form m mey buli| 
a moment, the same identical pieces of monej e i jse of mai^ 

times in ihe course of a year, for the purpose of paying or receiving 
specific jiortions of revenue. Indeed, some portions of revenue 
never assume the form of money at ail. The manufacturer, that 
boards his workmen himself, pnys part of their wages in food ; so 
that this far greater jKirtion of the mechanic's revenue is paid, 
received, and consumed, without having once taken the shape of 
money, even for an instant. In the United States of America, and 
in countries similarly circumstanced, it 13 not uncommon for the 
colonist to derive from the produce of his own estate, food, lodging, 
and raiment for the whole of his establishment; receiving and con- 
suming his whole revenue in kind, M'ithout any intervention of 
money whatsoever. 

I think I have said enough to warn the reader against confound' 
ing the money, into which revenue may be converted, with revenue 
itself; and to establish a conviction that the revenue of an indivi- 
dual, or uf a nation, is not composed of the money received in lieu 
of the products of his or their creation, but is the actual product or 
its value, which, by a process of exchange, may undoubtedly arrive 
at its destination in the shape of a bag of crown pieces, or in any 
oilier shape whatsoever. 

No value, whether received in the shape of money or otherwise, 
can form. a portion of annual revenue, unless it be the product, or 
the price of a product, created within the vear: all else is capitalf — 
is property passing from one hand to anntSier, either in exchange, as 
a gift, or by inheritance. For an item of capital, or one of revenue, ■ 
may be transferred or paid any how, whether in the shape of per- 
gonal or real, of moveable or immoveable properly, or of money 
But, no matter what shape it assume, revenue differs from capital 
essentially in this, that it is the result or product of a pre-existing 
aouice, whether land, capital, or industry. 

It has with some been a matter of doubt, whether the same value, 
which has already been received by one individual as the profit or 
revenue of his land, capKal, or industry, can constitute the revenue 
of a second. For instance, a man receives 100 crowns in pari of 
his personal revenue, and lays it out in books; can this Item of 
revenue, thus converted into books, and in that shape destined to his 
consumption, further contribute to form the revenue of Ihe printer. 
bookseller, and all Ihe other concurring agents in the production of 
the books, and be by them consumed a second time? The Hitliculty 
may he solved thus. The value forming Ihe revenue of Ihe first 
individual, derived from his land, rapitaf, or industry, and by hinn 
consumed in the shape of hooks, was not originally produced in that 
form. There has been a double production: ]. Of corn perhaps by 
the land and the industry of the farmer, which has been converted 
into crown pieces, and paid as rent to Ihe proprietor : 2. Of books by 
the capital and industry of the bookseller. The two products have 
been subsequently interchanged one for the other, and consumed 
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6ach by the producer of the other: having arrived at the particular 
form Mapted to their respective wants. 

So likewise of imoiaterial products. The opinion of the lawyer, 
the advice of the physician, is the product of their resf)ective talents 
and knowledge, which are their peculiar productive means. If the 
merchant have occasion to purchase their assistance, lie gives for it 
a commercial product of his own converted into money. Each of' 
them ultimately consumes his own revenue respectively, transformed 
into the object best adapted to liis peculiar occasions. 



U\ CHAPTER VL 

OT WBAT BlANCHEfl OF PRODUCTION YIELD THE MOST UBEIAL IBCOMPENSB 

TO PRODUCTIVE AGENCY. 

Thb aggregate value of a product, in the way just described, 
refunds to its difibrcnt concurring producers the amount of their 
advances, with the addition in most cases, of a profit, that constitutes 
llirfr revenue. But the profits of productive agency are not of cquaF 
amount in all its branches ; some yielding but a very scanty revenue 
for the land, capital, or industry, embarked in them ; while others 
give u) exorbitant return. ^ 

True it is, that productive agents always endeavour to direct their 
agency u> those employments, in which the profits are the greatest, and 
thus, by their competition, have as much tendency to lower price, as 
demand Kas to raise it ; but the effects of competition can not always 
80 nicely proportion the supply to the demand, as in every case to 
ensure an equal remuneration. Some kinds of labour are scantily 
•applied, in countries where people are not accustomed to them ; and 
capital is ofleu so sunk in a particular channel of production, that it 
can never be transferred to any other fpom that wherein it was 
oriffinally embarked. Besides, the land may stubl)ornly resist that 
kind of cultivation, whose products arc in the greatest demand. 

One cannot trace the fluctuation of profit on each particular occa- 
sion. A wonderful change may be ciYected by a new invention, a 
hostile invasion, or a siege. Such partial circumstances may influence 
or derange the operation of general causes, but can not destroy their 
general tendency. No dissertation, however voluminous, could be 
made to embrace every individual circumstance, that by possibiliiv 
may influence the relative value of objects; but one may specify 
general causes, and such as have an uniform activity;' thereby 
enabling every one, m hen the particular occasion may present itself, 
to estimate the effect produced by the operation of partial and tran- 
sieot circumstances. 

2Q 
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It may appear extraordinary at fi it, inquiry be 

found generally true, thai the largi rofii is miiue, not on the 
dearest commodities or upon those wh i are least indispensable, but 
rather on those, which are ihe m» co imon and least to be dis- 
pensed with. In fact the demand lor x lalter is necestariiy per- 
manent; for it is stiinulaied by actual ,nt, and grows with every 
iucrease of the means of products ini smuch as nothing tends to 
increase population more, than proviai :he means of its subsistence. 
Tbe demand for superHuilies, on the cor 'ary, does not expand with 
the increased power of producing them. An extraordinary run, 
uhich, by Ihe way, can never take place but in large towns, may 
raise the current considerably above the natural price ; that is to 
say, above tlie actual cost of production ; or a change of fashion 
may again depress it infinitely below that point. Superfluities 
arc, atier all, but objects of secondary want even to the rich 
themselves; and the demand for them is limited to the very 
small number of persons that can indulge in them. When a casual 
calamity obliges individuals to reduce their expenditure, when their 
revenues are curtailed by the ravages of war, by taxation, or by 
natural scarcity, the first items of retrenchment are always the arti- 
cles of least necessary consumption. And this may serve, perhaps. 
to explain, why the productive agency directed to ihe raising of 
superfluities, is generally worse paid than that otherwise employed. 

I say generairv, for it is possible enough that, in a great metropolis, 
where the demand for luxuries is more urgent than elsewhere, and 
the dictates of fashion, however absurd, more implicitly obeyed than 
ilie eterna! laws of nature ; where a man will, perhaps, be cootenl 
to lose his dinner, so he may appear in the evening circle in cmbroi- 
dei'ed ruffles, it is possible, that in such a place the price of the gew< 
gaws may sometimes very liberally reward the labour and capital 
devoted to their production. But, except in such particular cases, 
balancing one year's profits with anotlicr, and allowing for contin- 
gent losses, it has been ascertained, that the adventurers in the 
production of superfluities make the most scanty profits, and ihat 
their workmen are the worst paid. The manufacturers of the finest 
laces in Normandy and Flanucrs are a very indigent set of people; 
and at Lyons, the workers of go Id -em broidery are absolutely clotned 
in rags. Not but tfiat very considerable profits have occasionally 
been derived from such articles. A hat-maker has been known to 
make a fortune by a fancy hat ; but, taking all the profits made oo 
superfluities, and deducting Ihe value of goods remaining unsold, or, 
though sold, never paid for, we shall find that this class of products 
atfords, on the whole, the scantiest profit. The f""'' fashionable 
tradesmen areofienesi in the list of bankrupts. 

Commodities of general use arc attainable by a greater number of 
|)crsons, and arc in demand with almost every class of society. The 
t.handelier is to be found only in the mansions of the rich ; hut the 
meanest cottage is furnished with Ihe convenience of a candlestick: 
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the demand fur candlesticks i^ therefore, regular, and alwavs niore 
brisk than that fL*r chandeliers: and, even in the most opulunt coun- 
try, the total value of the candlesticks is far greater than tliat of the 
chandelier!^ 

The articles of human food are unquestionably those of most 
indisffcnsable use: tiic demand for iliem recurs daily ; and no occu- 
pations are so regular as those which minister to human susien;in<-e. 
\Vhenefore, it is they that yield the most certain profit, notwithstand- 
ing the eilects of brisk com|»ctition.* The butchers, b<'ik«:rs, and 
IxTrkmen, of Paris, are pretty sure to retire w ith a fortune stmurs or 
ater; indeed. I have it from pretty gixni authority in such matters, 
liiat half the houses and real prufierty sold in Paris and tlie environs, 
is bought up by tradesmen in those lines. 

It is on this account, that individual^ and nations, who understand 
their true interest, unless tliey have very cogent reasons lor a<!ting 
otherwise, apply themselves in preference to tlie production of what 
tradesmen call current articles. Mr. Eden, who. in 1700, ne.i^n.iiiated 
oa the f»art i.»f Great Britain tlie treaty of commerce concluded by 
M- de Vergennes, went ujKin this principle, in stipulating the free 
import of the common English earthen ware into France. " The few 
dozens of plates we ntay sell you,** said tiie EnsHsh agent, " will be 
a poor set-oif against tlie magnificent services ot Sevres porcelain we 
iajbU take of yoiL" This a{)|^al to the vanity of the French ajc-rit 
was decisive. But. as soi:>n as the Enirlish earthenware was ad'r..*,- 
ted, its lishiness, cheapness, convenience and simplicity of K'-?-.. 
recommended it to the most moderate establishments; its r-;-j;i- 
import, io a short time, amounted tt> many millions, and ^y*ii'..uj^ 
in<:reasiai; every year until the war. The exportaiioL o: >.*■ r-sr 
china, was a mere trifle in comparison. 

The scale for current articles, besides being more c-iinin^Tii .*.. , 
Ukewise more stead v. A tradesman is never lonc" n. lii?,^ •.•:■• » 
common linen shirting. 

The examples I have selected from the class of riiisnrjfd':: ."r. 
easily be paralleled in the agricultural and comTier'^iL xr-i-r -.--. 
much larger value is consumed in lettuces ^r:-.: ■: 
throusrhout Europe at larire: and the sniKsrb shiv « 
are, in France, a very poi»r object in trade, in 'i'/rifai-r.- 
plain cotton goods of Rouen. 

Wherefore, it is a bad s|x?culatij»n for a na^i'c : tr- r 
of objects of luxury, ami the iriip<irt of o\^: . 2-^ 
France supplies Germany w ith fashions ar/: '.nnr- 
persons can make use of; and Germany r-Ai^ u^ *• 

• I fpeak hwe of the ai!v<*murrrs, master*, 'x • 
or journeyman bewtila oiily. as it wer*?, hy r»:-*<r-=^r 
■dventfirrr in a^cultiire, eitipltwttl in rai-rir y^w 
liM und^r dimdvanLi!?es, that very much rT.-r^ m 
too murh at tHe merry of h'.s lam!Ii>nl. vm: '/ up- 
nutboricy, lo mj notiiinj; of the vicisbiluca 9 
Iheavenfe. 
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and other merceries, in files, scyiiies, shovels, tongs, i >lher hard- 
ware or common use. But for the wines and oils ot ..'ranee, ihs 
annual product of a soil highly favoured by nature, together with a 
few products of superior execution, France would derive less ad- 
v.anlage from Germany than Germany from France. The same 
may tie said of the French trade with tlkc north of Europe, (a) 
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0/ Ike Prefita of InduitTi/ in generaL 

The general motives, Avhich slimulale the demand of products, 
have been ahove investigated,* When the demand for any product 
whatever, is very lively, the productive agency, through whose 
means alone it is obtainable, is likewise in brisk demand, which 
necessarily raises its ratio of value: this is true generally, of every 
kind of productive agency. Industry, capital, and land, ail yield, 
ceteris paribus, the largest profits, when the general demand for 
products is most active, affluence most expanded, profits most wide- 
ly diffused, and production most vigorous and prolific. 

In the preceding chapter, we have seen that the demand forsome 
products is always more steady and active than for others. Whence, 
we have inferred, that the agency directed to those particular pro- 
ducts, receives the most ample remuneration. 

Descending in our progress more and more into particular detail, 

♦ Book I. c. 15. ' 

(u) The reasoning' of this whole chapter is Boperfluons and ineoncluMve. 
Wliere value ia lelt to find its naturul level, one class of productive tgeiKj 
will, in the, Ion? run, be eijually recompensed with another, presenting ao equi- 
poiee of facility or diiSculty, of repute or disrepute, of enjoyment or Boffering, in 
the gpooral estimation of mankind; thia he stales fully in the next chapter. If 
our author means here to say merely, that a large clara of productive a^fency will 
receive a lurger portion of the general product as Its recompense or revenue, or 
that agency in permanent employ will obtain a retrular and permanent recom- 
pense, he has taken a very circuitous mode of p^ipressinfr a F~''*''3n, which i^ 
indeed, almost seif-evidenL The irrand division of prodnctivc ■ency ia into 
torpiireal and intelUclitai ; whereof the former \i, on : a.\ e, tjie more 
imply rewarded by the rest of mankind, because the Im -ne measure. 

Towards itself Thus, the profits of printing and ba< lit i n the whole, 
more liberal than those of authorship i because pud in ae.'S 

gratification, in vanity, or canscioua merit. T. 
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shall examine in this, and some following chapters, in what cases 
the profits of industry bear a greater or a less proportion to those of 
capital and of land, and vice vend ; together with the reasons why 
certain ways of employing industry, capital, or land, are more profit* 
able than others. 

To begin, then, with the comparison of the relative profits of in- 
dustry, to those of capital and land, we shall find these bear the 
highest ratio, where abundance of capital creates a dctnand for a 
great mass of industrious agency; as it did in Holland before the 
revolution. Industrious agency was very dearly paid there ; as it 
still is in countries like the United States of America, wherc popu- 
lation, and consequently, the human agents of production, spite of 
their rapid increase, bear no proportion to the demands of nn unli- 
mited extent of land, and of the daily accumulation of capital by the 
prevalence of frugal habits. 

In countries thus circumstanced, the condition of man is generally 
the most comfortable; because those, who live in idleness u|)on the 
profits of their capital and land, are better able to live on moderate 
profits, than those who live upon the profits of their own industry 
only; the former, besides the resource of living on their capital, can, 
when they please, add the profits of industry to their other revenue ; 
but the mere mechanic or labourer can not add at pleasure to the 
profits of his industry those of capital and land, of which he possesses 
■one. 

Proceeding next to compare the profits of different branches of 
industrious agency one with another, we shall find them greater or 
less in proportion, 1st, To the degree of danger, trouble, or fatigue, 
attending them, or to their being more or less agreeable ; 2dly, To 
the regularity or irregularity of the occupation ; 3dly, To the degree 
of skill or talent that may be requisite. 

Every one of these causes tends to diminish the quantity of labour 
in circulation in each department, and consequently to vary its natu- 
ral rate of profit It is scarcely necessary to cite examples in support 
of propositions so very evident. 

Among the agreeable or disagreeable circumstances attending an 
occupation, must be reckoned the consideration or contempt which 
it entails. Some professions are partly paid in honour. Of any 
given price, the more is paid in this coin, the less may be paid in 
any other, without deducin;:; the ratio of price. Smith remarks, 
that the scholar, the poet, and the philosopher, are almost wholly 
paid in personal consideration. — Whether with reason or from pre- 
judice, this is not entirely the case with the professions of a comic 
actor, a dancer, and innumerable others; they must, theiefore, be 
paid in money what they are denied in estimation. " It seems 
absurd at first sicrht,'^ snys Smith, "that we should despise their 
persons, and yet reward their talents with the most profuse lilxsrality 
Whilst we do the one, however, we must of necessity do the other 
Should the public opinion or prejudice ever alter with reijjard to such 
occupations, their pecuniary recompense would quickly diminish; 
28 
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More people would apply to them, and the c tion wduM 

quickly reduce the price of their labour. Such a, though fai 

from being common, are by no means so rare as i nod. Many 
people possess ihem in great perfection, who uisudin lu make this 
use of them ; and many more are capable of acquiring them, if any 
thing could be honourably made by 1hem."» 

In some countries, the functions of national adminiatnition are 
requited at the same time with hi^h honour and large emolument; 
but it is only so, where, instead ot being open to free competition, 
like other occupations and professions, they are in the disposal of 
royal favour. A nation, awake to its tnie interest, is careful not to 
lavish this double recompense upon official mediocrity; but to 
husband its pecuniary bounty, where it is prodigal of distinction and 
authority. 

Every temporary occupation is dearly paid ; for the labourer musi 
be indemnified as well for the time he is employed, as for that 
during which he is waiting for employment. A job coachmaster 
must charge more for the days he is employed, than may sppesr 
sufficient for his trouble and capital embarked, because the busy 
days must nay for the idle ones; any thing else would be ruin to 
him. The hire of masquerade dressea is expensive for ihe same 
reason; the receipts of the carnival must pay for the whole year. 
Upon a cross road, an innkeeper must charge high for indifferent 
entertainment; for he may ne some days before the arrival of 
another traveller. 

However, the proneness of manftind to expect, that, if there be 
a single lucky chance, it will be sure to fall to their peculiar lot, 
attracts towards particular channels a portion of industry dispropor- 
tionate to the profit they hold out, 'In a perfectly fair kittery,' 
says the author of the Wealth of Nations, ' those who draw prizes 
ought to gain all that is lost by those who draw blanks. In a pro- 
fession, where twenty fail for one that stKceeds, that one ought to 
gain ali that should have been gained by the unsuccessful twenty. 'f 
fiow many occupations are far from being paid according to this 
rate. The same author states his belief, that, how extravagant 
soever the fees of counsellors at law of celebrity may appear, the 
annual gains of all the counsellors of a large town bear but a very 
small proportion to Ihrar annual expense; so that this profession, 
must, in great part, derive its subsistence from some other indepen- 
dent source of revenue. 

It is hardly necessary to state, that these several causes of differ- 
ence in the ratio of profit may act all in the same, or each in nn 
nppositG direction; or that, in the former cose, the efi'ect is more 
intense; whereas, in the latter, the opposite action of one controb 
and neutralizes the other. It would bo a waste of time to prove, 
mat the agreeable circumstances of a profession may balance the 
'inccrtainty of its product: or that a business that does not furnish 

• Wealth of Nations, book L c 10. tlbtd. 



Oup. VIL ON DISTRIBUTION. 337 

constant occupation, and is moreover attended with danger, must be 
indemnified by a double increase of salary. 

The last, and perhaps the principal cause of inequality in the pro- 
fits of industry in general is, the degree of skill it may require. 

When the skill requisite to any calling, whether of a superior 
or subordinate character, is attainable only by long and expensive 
training, that training must every year have involved a certain 
expense, and the total outlay forms an accumulated capital In such 
case, its remuneration includes, over and above the wages of labour, 
an interest upon the capital advanced in the training, and an interest 
higher than the ordinary rate ; for the capital advanced has been 
actually sunk, and exists no longer than the life of the individual It 
should, therefore, be calculated as an annuity.* 

It is for this reason, that all employments of time and talents, 
which require a liberal education, are better paid than those, which 
require less education. Education is capital which ought to yield 
interest, independent of the ordinary profits of industry. 

There are facts, it is true, that militate against this principle; but 
(hey are capable of explanation. The priesthood is sometimes very 
ill paidrf yet a religion, founded upon very complicated doctrines, 
ana obscure historical facts, requires in its ministers a long course of 
study and probation, and such study and probation necessarily call 
for an advance of capital ; it would seem requisite, therefore, for the 
continued existence of the clerical profession, that the salary of the 
minister should pay the interest on the capital expended, as well as 
the wages of his personal trouble, which tne profits of the inferior 
clergy rarely exceed, particularly in Catholic countries. It must, 
however, be ascertained, whether the public have not themselves 
advanced this capital in the maintenance and education of ck^rical 
students at the puolic charge ; in which case, the public advancing 
the capital, may find people enough to execute the duties for the 
mere wages of their labour, or a bare subsistence, especially where 
there is no family to be provided for. 

* Nay, even more than annuity interest on the mi rib spent in the education of 
the peraon who receiTes the salary ; strictly speaking^, it should be annuity inter- 
est spon the total sum devoted to the same class of study, whether it have or 
have not been made productive in its kind. Thus the avjrregate of the fees of a 
physician might to replace not only what has been spent in their studies, but| 
in addition, all the sums expended in the instruction of* the students, who may 
have died durinjir their education, or whose success may not have repaid the 
care bestowed upon them ; for the stock of medical industry in actual existence 
eouM never have been reared, without the lom of some part of the outlay devoted 
Co medical instruction. However, there is little use in too minute attention to 
accuracy hi the estimates of political economy, which are frequently found at 
variance with fact, on account of tlie influence of moral considerations in the 
natter of national wealth, an influence that docs not admit of mathematical esti- 
mation. The forms of al^i^bra are therefore inapplicable to this science, and 
■erve only Co introdnce unnecessary perplexity. Smith has not once liad recourso 
to them. 

1 1 do not mean to include the superior ortl^rs of the cleri^, whose benefieca 
are extremely rich and well paid, though upon principles of state policv. 
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When, besides expensive training, peculiar natu al talent is 
required for a particular brancli of industry, the supply is still more' 
limited in proponion to the demand, and must consequently be bet- 
ter paid. A great nation will probably contain but two or three 
artists capable of painting a superior picture, or meddling a beau- 
tiful statue ; if such objects, then, be much in demand, those few cita 
charge almost what they please ; and, though much of the profit is 
but the return with interest of capital advanced in the acqutsilioo of 
iheir art, yet ihe profit it brings leaves a very large surplus, (a) A 
celebrated painter, advorate, or physician, will nave spent, of his 
own or relations' money, six or eight thousand dollars at most, in 
acquiring the ability from which his gains are derived ; the interest 
of this sum calculated as an annuity, is but SOO dollars ; so that, if be 
make 60OO dollars by his art, tiiere remains an annual sum of 3000 
dollars, which is wholly the salary of his skill and industry. If 
every thing affording revenue is to be set down as property, his for- 
tune at ten years' purchase may be reckoned 50,000 dollars, even 
Bupposng him not to have inherited iya<o' 




if (he PraJUs of the ^fan of Science. 



The philosopher, the man who makes it his sludy to direct the 
laws of nature to the greatest possible benefit of mankind, receives 
a very small proportion of the products of that industry, which 
derives such prodigious advantage from the knowledge, whereof he 
is at the same time the depository and the promoter. The cause of 
his disproportionate payment seems to be, tnat, to speak technically, 
he throws into circulation, in a moment, an immense stock of his 
product, which is one that suffers very little by wear ; so that it is 
long before operative industry is obliged to resort to him for a fresh 
su|iply. 

The scientific ac<[uirements, without which abundance of manu- 
facturing processes could never have been esecuted, are probably 
the result of long study, intense reflection, and a course of expen- 
ments equally ingenious and delicate, that are the joint occupation 
of Ihe highest degree of chemicaf, medical, and mathematical skill 
Itut the knowledge, acquired with so much dilliculty. is probably 
transmissible in a few pages; and, through the channel of public lee- 

(a) Pmm which, trowever, is to be deducted the avCTage loss on Ihp ^nwal 
balance of Icsn BuceesBfuI compelitOTs in the same line. It does not a.ppfmx, 
thnt, in GnirlAnd at least, any allowance is lo be made for personal cooeideration, 
mhich is eeldiim attached in a hicli ratio even to the trreoieat excellcoce in th« 
UeparlmenC of pure art. There is no inatnnce of* sculptor or a painter arriving 
ut the honoiira of Ihe peerage, wh%h have been placed withia the leach of ■»• 
ceasful ccrnimercial enlcrpriie. T, 
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tureSv or of the press, is circulated in much greater abundance, than 
is required for consumption; or, rather, it spreads of itseh', and, 
being imperishable, there is never any necessity to recur to tliose, 
from whom it originally emanated. 

Thus, according to the natural laws, whereby the price of things 
is determined, this superior class of knowledge will be very ill paid; 
that is to say, it will receive a very inade(]uate portion of the value 
of the product, to which it has contributed. It is from a sense of 
this injustice, that every nation, suthciently enlightened to conceive 
the immense benefit of scientific pursuits, has endeavoured, by spe- 
cial favours and flattering distinctions, to indemnify the man of sci- 
ence, for the very trifling profit derivable from his professional occu- 
pations, and from the exertion of his natural or acquired faculties. 

Sometimes a manufacturer discovers a process, calculated either 
to introduce a new product, to increase the beauty of an old one, or 
to produce with greater economy; and, by observance of strict 
secrecy, may make for many years, for his whole life perhaps, or 
even bequeath to his children, profits exceeding the ordinary ratio of 
his calling. In this particular case the manufacturer combines two 
diflerent operations of industry: that of the man of science, whose 
profit he engrosses himself, and that of the adventurer too. But few 
such discoveries can long remain secret; which is a fortunate cir- 
cumstance for the pubUc, because this secrecy keeps the price of the 
particular product it applies to above, and the number of con- 
sumers enaoled to enjoy it below, the natural level.* 

It is obvious, that I am speakinc^ only of the revenue a man of 
science derives from his calling. There is nothing to prevent his 
being at the same time a landed proprietor, capitalist or adventurer, 
and possessed of other revenue in these different capacities. 



SEcnoif III. 
Of the Profits of the MoMter-agent^ or Adventurer^ in Induury. 

We shall, in this section, consider only that portion of the profits 
of the master-agent, or adventurer, which may be considered as the 
recompense of that peculiar character. If a master-manufacturer 
have a share in the capital embarked in his concern, he must be 
ranked pro tanto in the class of capitalists, and the benefits thence 
derived be set down as part of the profits of the capital so em- 
barked.f 

* Such of my readers as may imng^ine, that the sum of the production of a 
ooantry is gretLter, when the scale of price is unnaturally hi^^ji, are requested to 
fsfer to wlut has been said on the subject, tuprd. Chap. 3, of this Book. 

t Smith is f^reatly embarrassed by Ihr nofifloct of the distinction between the 

profits of superintendency, and those of capital. He confounds them under the 

Mnenl head of profits of stock ; and all his sajr&city and acuteneas have scarcely 

been safBcient to expound the causes, which influence their AuctuatkmiL Weal'k 

28* 2R 
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It very seldom happens, that the party enj la nianage- 

inciil of any undertaking, is not at the same Ur..„ in ...„ receipt 
interest upon some capital of his own. The manager of a concern 
rarely borrows from strangers the whole of the capitnl employed. 
If he have but purchased some of the implements with his own capi- 
tal, or made advances from his own funds, he will then be entitled 
!o one portion of his revenue in quality of manager, and another in 
that of capitalist. ManJcind are so little inclined to sacrifice any par- 
ticle of their self-inleresl, that even those, who have never analyzed 
these respective rights, know well enough how to enforce thera to 
their full extent in practice. 

Our present concern is, to distinguish the portion of revenue, 
which the adventurer receives as advcniurcr. Wc shall see by 
and-by, what he, or somebody else, derives in the character of 
capitalist 

It may be remembered, that the occupation of adventurer is com- 
prised in the second class of operations specified as necessary for the 
setting in [notion of every class of industry whatever; that is to say, 
the application of acquired knowledge to the creation of a product 
for human consumption,* It will likewise be recollected, that such 
application is equally necessary in agricultural, manufacturing, and 
commercial industry ; that Ihe labour of the farmer or cultivator on 
his own account, of the master-manufacturer and of the merchant, all 
come under this description; they are the adventurers in each de- 
partment of industry respectively. The nature of the profits of 
these three classes of men, is what we are now about to consider. 

The price of their labour is regulated, like that of all other objects, 
by the ratio of the supply, or quantity of that labour thrown into 
circulation, to the demand or desire for it. There are two principal 
causes operating to Hmit the supply, which, consequently, maintain 
at a high rate the price of this superior kind of labour. 

It is commonly requisite for the adventurer himself to provide the 
necessary funds. Not that he must be already rich; for he may 
work upon borrowed capital; but he must at least be solvent, and 
have the reputation of inlclligence, prudence, probity, and regular- 
ity; and must be able, by the nature of his connexions, to procure 
the loan of capital he may happen himself not to possess. These 
requisites shut out a great many competitors. 

In the second place, this kind of labour requires a combination of 
moral qualities, that are not often found together. Judgment, per- 
severance, and a knowledge of ihe world, as well as of business 
He is called upon to estimate, with tolerable accuracy, the import- 
ance of the specific product, the probable amount of the demand, and 
the means of its production: at one time he must e""iloy a great 

ij/'A'ofionj, book i.e. S. And no wonder lie fc h ' rplexed; their 

value is reEiiiatod upon entirely different prini;i|ji j ■ i of Inboor de- 

tiend upon the degree of skill, activil]', judgment, itt. i u . ose of capital, 

on the abundance or wnrcity of capital, the security of lira icnl, &e. 
* Vide luprd, Boot I. chop. 6. 
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number of hands ; at another, buy or order the raw material, collect 
labourers, find consumers, and give at all times a rigid attention to 
order and economy ; in a word, he must possess the art of superin- 
tendence and administration. He must have a ready knack of cal- 
culation, to compare the charges of production with the probable 
value of the product when completed and brought to market In 
the course of such complex operations, there are abundance of 
obstacles to be surmounted, of anxieties to be repressed, of misfor- 
tunes to be repaired, and of expedients to be devised. Those who 
are not possessed of a combination of these necessary qualities, are 
unsuccessful in their undertakings ; their concerns soon fall to the 
ground, and their labour is auickly withdrawn from the stock in 
circulation; leaving such only, as is successfully, that is to say, 
skilfully directed. Thus, the requisite capacity and talent limit 
the number of competitors for the business of adventurers. Nor is 
this all : there is always a degree of risk attending such undertak- 
ings ; however well they may be conducted, there is a chance of 
failure ; the adventurer may, without any fault of his own, sink his 
fortune, and in some measure his character; which is another check 
to the number of competitors, that also tends to make their agency 
■o much the dearer. 

All branches of industry do not require an equal degree of capa- 
city and knowledge. A farmer who adventures in tillage, is not 
expected to have such extensive knowledge as a merchant, who 
adventures in trade with distant countries. The farmer may do 
well enough with a knowledge of the ordinary routine of two or 
three kinds of cultivation. But the science necessary for conduct- 
ing a commerce with long returns is of a much higher order. It is 
necessary to be well versed, not only in the nature and quality of 
the merchandise in which the adventure is made, but likewise to 
have some notion of the extent of demand, and of the markets 
whither it is consigned for sale. For this purpose, the trader must 
be constantly informed of the price-current of every commodity in 
diflerent parts of the world. To form a correct estimate of these 
prices, he must be acquainted with the difTercnt national currencies, 
and their relative value, or, as it is termed, the rate of exchange. 
He must know the means of transport, its risk and expense, the cus- 
tom and laws of the people he corresponds with ; in addition to all 
which, he must possess sufficient knowlcd^ of mankind to preserve 
him from the dangers of misplaced confidence in his agents, corre- 
spondents, and connexions. If the science requisite to make a cood 
farmer is more common than that which can make a good merchant, 
it is not surprising, that the labour of the former is but poorly paid, 
in comparison with that of the latter. 

It is not meant by this to he understood, that commercial industry 
in every branch, requires a combination of rarer qualifications than 
agricultural. The retail dealers for the most part pursue the routine 
of their business quite as mechanically as the generality of farmers, 
and, in some kinds of cultivation, very uncommon care and sagacity 
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are requisite. It is for the reader to make the ap n : the busi- 

ness of the teacher is, firmly to eslablish general pi mcijues ; whence 
it will be easy to draw a multitude of inferences, varied and modi6ed 
by circumstances, which are themselves the consequences of other 
principles laid down in other parts of the subject. Thus, in astro- 
nomj', when wo are told, that all the planels describe equal areas in 
ihe same space of time, there is an implied reservation of such 
derangements, as arise from the proximily of other planels, whose 
attractive powers depend on anotner law of natural pliilosophy; and 
this must be attended to in Ihe examination of the phenomena of 
each in particular. It is for him, who would apply general laws to 
parlicular and isolated cases, to make allowance for the influence of 
each of those laws or principles, whose existence is already recog- 
nised. 

In reviewing presently the profit of mere manual labotir, we 
shall see the peculiar advantage, which his character of master gives 
to the adventurer over ihe labourer ; but it may be useful to observa 
by the way the other advantages within reach of an inlethgenl su- 
perior. He is the link of communication, as well between the va- 
rious classes of producers, one with another, as between the producer 
and the consumer. He directs tlie business of production, and is 
the centre of many bearings and relations; he profits by the know- 
ledge and by the ignorance of other people, and by every accidental 
advantage of production. 

Thus, it is this class of producers, which accumulates Ihe largest 
fortunes, whenever productive exertion is crowned by unusual sue- 



Section IV. 

Of the Profits of the Operative Labourrr* 

Simple, or rude labour may be eve u ed b) any man possessed 
of life and health ; wherefore, bar e e all that is requisite 

to insure a supply of this descrip on ol ndus y. Consequently, 
its wages seldoin rise in any coun y mu 1 I u e what is absolutely 
necessary to subsistence; and the quan un of supply always re- 
mains on a level with the demand a ol en goes beyond it; for 
the difficulty lies not in acquiring ex s en e, but in supporting il> 
Whenever the more circumstance of existence is sufficient for the 



like the cobbler in his Btall. or the itinprant knife-grinder, unite 'hfi two chirao- 
Lcrs of ailventiiriM nnd labourer; Lheir prolits being In part gn led by the cir- 
cumstances detailed in the preceding eection, and partly by i dereloped in 
this. It is necessary also to premise, that Ihe labour spoken ot lie present aec- 
lion is that, which requires litllc ox no i^tudy ur trainini;; tlie ■ lisition at waj 
talent or personal Ekill entitles the posRessor lo ■ furtlicr egulited upon 
ihe prmctplcB explained, tapri, ecct. 1. of Ibis chapter. 
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execution of any kind of work, and that work affords the means of 
supporting existence, the vacuum is speedily filled up. 

There is, however, one tiling to oc observed. Man does not 
come into the world with the size and strength sufficient to perform 
labour even of the rudest kind. He acquires this capability not till 
the age of fifteen or twenty, more or less, and may be reparoled as an 
item of capital, formed of the s rowing annual accumulation of the 
■urns spent in rearing him.^ Sy whom, then, is tfiis accumulation 
efibcted ? In general by tlie parents of the labourer, by persons of 
his own calling, or of one akin to it In this class of life, therefore, 
the wages are somewhat more than is necessary for bare personal 
existence; they must be sufficient to maintain the children of the 
labourer alsa 

If the wages of the lowest class of labour were insufficient to 
maintain a family, and bring up children, its supply would never bo 
kept up to the complement ; the demand would exceed the supply 
in circulation; and its wages would increase, until that class were 
again enabled to bring up children enough to supply the deficiency. 

This would happen, it marriage were discouraged amongst the 
labouring class. A man without wife or children may afford his 
labour at a much chcnfier rate, than one who is a husband and a 
father. If celibacy were to gain ground amongst the labouring 
class, that class would not only contribute nothing to recruit its own 
members, but would prevent others from supplying the deficiency. 
A temporary fall in the price of manual labour, arising from the 
cheaper rate, at which single men can afford to work, would soon 
be followed by a disproportionate rise; because the number of 
workmen would fall off. Thus, even were it not more to the inter- 
est of masters to employ married men, on account of their steadi- 
ness, they should do so, though at a greater charge, to avoid the 
higher price of labour, thnt must eventually recoil on them. 

TSvery particular line or profession does not, indee<l, recruit its 
own numbers with children nursed among its own members. The 
new generation is transferred from one class of life to another, and 
particularly from rural occupations to occupations of a similar cast 
m the towns; for this reason, timt children are cheaper trained in 
the country: all I mean to say is, that the rudest and lowest class of 
labour necessarily derives from its product a portion sufficient, not 
merely for its present maintenance, but likewise for the recruiting 
of its numerical strength.f 

When a country is on the decline, and contains less of the means 

* A fun-|ipt>wn man is an acnimulatod capital ; the mim ppent in rearing him 
ia indeed conaumed, but conHunied in a reproductive way, calculated to yield the 
product man. 

t The evidence examined before a committee of the House of Commons of 
Enirland, in 18 1**), leads to the conchision, that the hitfh price of food, at that 
penod, had the effect of depreH.sin<:, nther than elevatinsf the scale of wa^on. I 
have royaelf remarked the similar etfect of the scarcities in Fnuice, of the years 
1811 lud 1817. The difficulty of procuring subwatence either forced more 
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of production and less of knowledge, activity, and < ital, the de- 
mand for raw or simple labour diminishes by degiccs; wages fall 
gradually below the rate necessary for rocruilins the labouring class; 
its numbers consequently decrease, and tlie oft'spring of the other 
classes, whose employment diminishes in the same proportion, is 
degraded to the step immediately below. On the contrary, when 
prosperity is advancing, the inferior cl sses not only fill up their 
own complement with ease, but fum a surplus and addition to 
the classes immediately above them: and some, by great good for- 
tune or brilliancy of talent, arrive at a still loftier eminence, and 
reach even the highest stations in society. 

The labour of persons not entirely dependent for subsistence on 
the fruits of labour can be afforded cheaper, than thai of such as are 
labourers by occupation. Being fed from other sources, their wages 
arc not settled by the price of subsistence. The female spinners in 
country villages probably do not earn ihe half of their necessary 
expenses, small as they are: one is perhaps the mother, anotber die 
daughter, sister, aunt, or molher-in-law of a labourer, who would 
probably support lier, if she earned nothing for herself. Were she 
dependent for subsistence on her own earnings only, she must evi- 
dently double her prices, or die of want ; in other words, her in- 
dustry must be paid doubly, or would cease to exist. 

The same may be said of most kinds of work performed by 
females. They are in general but poorly paid, because a large pro- 
portion of them are supported by other resources than those of tlieir 
own industry, and can, therefore, supply the work ihey are capable 
of at a cheaper rate, than even the bare satisfaction of their wants. 
The work of the monastic order is similarly circumstanced. It is 
fortunate for ihe actual labourers in those countries where mona- 
chism abounds, that it manufactures Utile else but trumpery ; for, if 
its industry were applied to works of current utility, the necessi- 
tous labourers in the same department, having families lo support, 
would be unable to work at so low a rate, and must absoluldy 
perish by want and starvation. The wages of manufacturing, are 
often higher than those of agricultural labour ; but they are liable to 
the most calamitous oscillation. War or legislalive prohibitioo 
will sometimes suddenly extinguish the demand for a particular 
product, and reduce the industry employed upon it lo a stale of ut- 
ter destitution. The mere caprice of fashion Is often fatal to whole 
classes. The substitution of shoe ribands for buckles was a severe 
temporary blow to the population of Sheffield and Birmingham.* 

The smallest variations in the price of rude or simple laoour have 
ever been justly considered as serious calamities. In classes of 
somewhat superior wealth and talents, which arc- in fncl, a species 
of personal wealth, a diminution in the rale of profits itails only a 

abourers into the marltpl, or exacted more exertion fn « «dy enfraged; 

Ihua occaflioniii^ a lemporiiry pint of latwiir. Bui nci, Bufleringw aC 

the labouring; clofis at tlic time must inevitably have nks, 
"Ualthus, Ettayon Popul. ed. 5. b. ill. c. 13. 
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reduction of expense, or, at most, but trenches, in some measure, 
upon the capital those classes generally have at their disposal. But 
to those, ivhose whole income is a bare subsistence, a fall of wages 
is an absolute death-warrant, if not to the labourer himself, to part 
of his family at least. 

Wherefore, all governments, pretending to the smallest paternal 
•olicitude for their subjects' welfare, have evinced a readiness to aid 
the indigent class, whenever any unexpected event has accidentally 
reducea the wages of common labour below the level of the labour- 
er's subsistence. Yet the benevolent intentions of the government 
have too often failed in their efHcacy, for want of judgment in the 
choice of a remedy. To render it eflective, it is necessary first to 
explore the cause of depression in the price of labour. If that de- 
pression be of a permanent nature, pecuniary and temporary aid is 
of no possible avail, and merely defers the pressure of the mischief. 
Of this nature are the discovery of new processes, the introduction 
of new articles of import, or the emigration of a considerable num- 
ber of consumers. (£i) In such emergencies, a remedy must be 
■ought in the discovery of some new and permanent occupation for 
the hands thrown out of emplo^% in the encouragement of new 
channels of industry, in the settmg on foot of distant enterprises, 
the planting of colonies, &c. 

It the depression be not of a permanent nature, if it be the mere 
result of good or bad crops, the temporary assistance should be 
limited to the unfortunate sufferers by the oscillation. 

Governments or individuals, who attempt indiscriminate benefi- 
cence, will have the frequent mortification of finding their bounty 
unavailing. This may be more convincingly demonstrated by ex- 
ample than by argument. 

Suppose in a vine district the quantity of casks to be so abundant, 
as to make it impossible to use them all. A war, or a statute le- 
velled against the production of wine, may, perhaps, have caused 
many proprietors of vineyards to adopt a different cultivation of 
their lands; this is a permanent cause of surplus cooperage in the 
market In ignorance of this cause, a general effort is made to as 
aist the labounng coopers, either by purchasing their casks withou 
wanting them, or by making up, in tne shape of alms, the loss they 
have sustained in the diminution of their profits. Useless pur- 

(a) The second and laet of these circumstances arc neither of th«*m necesn- 
rilj, universally, or permanently, followed by the depression of the rate of wagfes. 
when a new object of import does not supersede one of either home or foreii^ 
pnductioo, it roust tend to raiM; tlie rate of wa^es, as it can only be procured by 
enlarged home production. The emigration of consumers, continuing to draw 
■ebdstence from the cotmtry they desert, leaves in activity an equal mass of 
lunnan labour, though po^ibly with some variation of cmplof mcnt Besides 
H may be temporary only, as that of the En^rlish to the continent, and of the 
IrHb both lo England and to the continent; who possibly mii^ht be brouprht 
buk fafaa improvemeat of domeatic finances or of domestic security and com* 
fat* T« 
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chases, or eleemosynary old, however, can not -ever; ani, 

the moment they ceose, the poor coopers will fina selves pre- 

cisely in the same distressful situation, from which it was attempted 
to extricate them. All the sacrifices and expense will have been 
incurred with no advantage, other than that of a little delay in the 
dale of their hopeless suRbriiigs and privations. 

Suppose on the contrary, the canse of the superabundance of casks 
to be but temporary ; to be nothing more than the failure of the an- 
nual crop. If, instead of aRbrding temporary relief to ihe working 
coopers, they be encouraged to remove to other districts, or to enter 
upon some other branch of industry, it will follow, that the next 
year, when wine may be abundant, there will be a scarcity of caaka 
to receive it; the price will become exorbitant, and be settled at the 
suggestion of avarice and speculation; which being unable them- 
selves to manufacture casks, after the means of producing them have 
been thus destroyed, part of ihe wine will probably be spoiled for 
want of casks to hold it. It will require a second shock and derange- 
ment of the rale of wa^es, before the manufacture of the article can 
be brought again to a level with the demand. 

Whence it is evident, that the remedy must be adapted to the par- 
ticular cause of the mischief; consequently, the cause must be ascer- 
tained, before the remedy is devised. 

Necessary subsistence, then, may be taken to be the standard of 
the wages of common raw labour; but this standard is itself exlreme- 
ly fluctuating ; for habit has great influence upon the extent of humao 
wants. Il is by no means certain, thai the labourers of some can- 
tons of France could exist under a total privation of wiiie. In Lon- 
don, beer is considered indispensable ; that beverage is there so much 
an article of necessity, that beggars ask for money to buy a pot of 
beer, as commonly as in France for the purchase of a morsel of 
bread ; and this latter object of s'jlicitalion, which appears to us so 
very natural, may seem impertincnl to foreigners just arrived from a 
country, where the poor subsist on potatoes, manioc, or other still 
coarser diet. 

What is necessary subsistence, depends, therefore, partly on the 
habits of the nation, to which Ihe labourer may happen to belong. 
In proportion as the value he consumes is small, his ordinary wages 
may be low, and Ihe product of his labour cheap. If his condition 
be improved, and his wages raised, either his product becomes 
dearer to the consumer, or the share of his fellow producers is 
diminished. 

The disadvantages of their position are an effectual barrier against 
any great extension of ihe consumplion of the labouring classes. 
Humanity, indeed, would rejoice to see them and their families 
dressed in cloltjing suitable to the climate and season; houses in 
roomy, warm, airy, and healthy habilationn, and fed with wholesome 
and plentiful diet, mth perhaps occasional delicacy and variety ; but 
there are very few countries, where wants, apparently so moderate, 
are not considered far beyond the limits of strict necessity, and 
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therefore not to be gratified by the customary wages of the mere 
labouring class. 

The limit of strict necessity varies, not only according to the more 
or less comfortable condition of the labourer, and hi^ fan^ily, but 
likewise according to the several items of expense reputed unavoid- 
able in the country he inhabits. Among these is the one we have 
i'ust adverted to; namely, the rearing of children; there are others 
ess urgent and imperative in their nature, though equally enforced 
by feeling and natural sentiments; such as the care of the aged, to 
vrhich unhappily the labouring class are far too inattentive. Nature 
could entrust the perpetuation of the human species to no impulse 
less strong, than the vehemence of ap])etitc and desire, and the anxiety 
of paternal love ; but has abandoned the aged, whom she no longci 
vrants, to the slow workings of filial gratitude, or, what is even less 
to be depended upon, to the providence of tlicir younger years. Did 
the habitual practice of society im()eratively subject every family to 
the obligation of laying by some provision for age, as it commonly 
does for mfancy, our ideas of necessity would be somewhat enlarged, 
and the minimum of wages somewhat raised. 

It must api)ear shocking to the eye of philanthropy, that such is 
not always tlie case. It is lamentable to think of the little provi- 
dence of the labouring classes against the season of casual misfortune, 
iofirmitVf and sickness, as well as against the certain helplessness of 
cid aee. Such considerations atlurd most powerful reasons for for- 
warding and encouraging provident associations of the labouring 
class, for the daily deposit of a triHing saving, as a fund in reserve 
for that period, when age, or uncx^iected calamity, shall cut off the 
resource of their industrv.* But such institutions can not be ex- 

* Saving-banks have succeeded in several districts of En^ifland, Holland, and 
Germany; particulnrly whore the cfovcmmcnt haa been wise enoujrh to witlihold 
itB interference. The Insurance Company of Paris has set one on f»)ot, upon the 
most liberal principles and with tlie inoHt substantial (rnaranti^. It is to be hoped, 
that the labouring classes in {r^neml will see the wisdom of placing thrir little 
mvings in such an establishment, in preference to the hazardous investments 
Chej have often been decoyed into. There is besides a further national advan- 
tage in such a practice, namely, that of augmentinj^r the general mass of pro- 
ductive capital, and consequently extending the demand for human agency. (1) 

(1) [In the principal cities of the United States, Saving-banks have also been 
ttUblished, and have been attended with so much benefit, that thry arc now 
nreeding through every part of the Union. To the Friendly or Beneficial 
Societies there are strong objections, to which the Siivinir.banks arc not liable. 
The Friendly Societies have, undoubtedly, done some good ; but attended with a 
certain porti'm of evil. The following extract from a rc)X)rt of the Committee 
•f the Highland Society, places these latter »<ocietios in a very proper ligliL 

"During the last century, a numl)or of Friciully Societies have been esi:ib- 
lithed by the labourers in difftTont parts of (ir^.-tt Britiin, to enable them to 
vake provision against want The principle of thetK! societies usually is, that 
the members pay a certiin stated fuiu periodically, from which an allowance m 
made to them upon sickness or old acre, and to their families upon their death. 
llieee ncieties have done much good ; but they are attended with some disad 
TUtBgen In particular, the frequent meetings of the membem occasion the lum 
29 2S 
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pected to succeed, unless the labourer be li c sider these 

menus of precaution as a mailer of duty ;..■>. ..^ce-^^..y, and hold to 
tlie obligation to carry his savings to such places of deposit, as equally 
indispensable wilh the payment of his rent or taxes : this new duty 
would doubtless lend in a slight degree lo raise the scale of wages, 
so as to allow of such frugality, but for that very reason it is desirable. 
How can such establishments thrive in countries where habit and 
the interested views of the government conspire to make the labourer 
spend in the public-house not only what he might lay by, but frequently 
the verv subsistence of his family, in which art his comforts and plefl' 
surcs sKould be centred. The vain and cosily amusements of the 
rich are not always justifiable in the eye of reason ; but how much 
more disastrous is the senseless dissipation of the poor! The mirth 
of the indigent is invariably seasoned with tears; and the orgies of 
the populace are days of mourning to ihe philosopher. 

Besides the reasons advanced in this and the preceding sections, 
to explain why the wages of the adventurer, even if he derive no 

Erofit as a capitalist, arc generally higher than those of the mere 
ibiiurer, there are others, not so solid or well founded indeed, but 
such as nevertheless must not be overlooked. 

The wa^cs of the labourer arc a mallerofadjuslmcnt and compact 
between the confliclinginterestsof master and workman; the latter 
endeavouring to get as much, the former to give as little, as he pos- 
sibly can; but in a contest of this kind, there is on the side of the 
master an advantage, over and above what is given him by the nature 
.if his occupation. The master and the workman are no doubt 
equally necessary to each other; for one gains nothing but with the 
other's assistance ; the wants of the master are, however, of ihe two, 
less urgent and less immediate. There are few masters but what 
could exist several months or even years, without employing a sin^ 
labourer; and few labourers that can remain out of work for many 
weeks, without being reduced lo the exlromity of distress. And this 
circumstance must have its weight in striking the bargain for wagei 
between ihem. 

Sismondi, in a late work* published since the appearance of my 

of much time, and rrequently of a good deal of money spent in entertainments. 
Tlie slated payments must be regularly mnde ; otherwise, after a certain time, 
the mpml>er (neccBsarily from its l)eing in (act an insurance) loses the benefit 
of all that he has formerly pnid. Nothinij more than the BWted payments cui 
be made, liowcver easily the member might be able at the moment lo add a little 
In hia store. Frequently the value of the chances on whicli Ihe societies ue 
formed, is ill calculated ; in which case either the contributorB do not receive in 
equivalent for Iheir payments, or too large an allowance is given at first, which 
brings on the bankruptcy of the institution. Frequently the sums are embezzled 
by artful men, who, by imjioaing on the inexperience of the r>">nJ->rB, gel Ibem- 
selves elected into offices of truaL The ben< ngenl ; each 

mnmbor not having benehl from his conlributi ;vEry ■ . t only in the 

case of his falling into the aituations ofdisticsa iJi-ovidea iv the sociebr. 
And the whole concern is eo complicated, that many n in embark- 

ing in it their hard-earned savings."] j n EomM. 

* jVouueoiu Frin. iTEcon. Pol. liv, vii. c. 9. 
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third edition, has suggested some legislative provisions, for the 
avowed purpose of bettering tiie condition of the labouring classes. 
He sets out with the position, that the low rate of their wages ac- 
crues to the benefit of the adventurers and masters wlio employ 
them ; and thence infers, that in the moment of calamity, their claim 
for relief is upon the masters, and not upon society at large. Where- 
fore, he proposes to make it obligatory upon the proprietors and 
fanners of land at all times to feed the agricultural, and upon the 
manufacturers to provide subsistence for the manufacturing labourer. 
On the other hand, to prevent the probable excess of [K)pulation, 
consequent upon the certain prospect of subsistence to themselves 
and their families, he would give to their respective masters the 
right of preventing or permitting marriage amongst their [x^ople. 

This scheme, however entitled to favourable consideration by the 
motive of humanity in which it originated, seems to me altogether 
impracticable. It would be a gross violation of the right of property, 
to saddle one class of society with the compulsory maintenance of 
another; and it would be a violation still more gross, to give one 
set of men a personal control over another; for the freedom of per- 
sonal action is the most sacred of all the objects of property. The 
arbitrary prohibition of marriage to one class is a premium to the 
procreation of all the rest Besides, there is no truth in the posi- 
tion, that the low rate of wages redounds exclusively to the profit 
of the master. Their reduction, followed up by the constant action 
of competition, is sure to bring about a fall of the price of products; 
so that it is the class of consumers, in other words, the whole com- 
munity, that derives the profit. And if it be so great as to throw 
the subsistence of the labourers upon the public at large, the public 
is in a great measure indemnified by the reduced prices of the objects 
of its consumption. 

There are some evils incident to the imperfection of the human 
species, and to the constitution of nature; and of this description is 
tne excess of population above the means of subsistence. On the 
whole, this evil is quite as severely felt in a horde of savages, as in 
a civilized community. It would be unjust to suppose it a creature 
of social institutions, and a mere fallacy to hold out the prospect of 
a complete remedy; and, however it may merit the thanks (»f man- 
kind to study the means of palliation, we must be cautious not to 
give a ready ear to expedients that can have no good etlbct, and 
must prove worse than the disease itself. A governnient ought 
doubtless to protect the interests of the Iab(»uring classes, as far as it 
can do so without deranging the course of human alTairs, or cramp- 
ing the freedom of individual dealins^s; for those classes arc less 
advantageously placed than the masters, in the common course of 
things; out a wise ruler will studiously avrml all intcrlcrcnce 
between individuals, lest it superadd the evils of administration to 
those of natural position. Thus, he will equally protect the master 
and the labourer from the eflccts of combination. The masters have 
he advantage of smaller numbers and easier communication; where- 
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as, the labourers can scarcely combine, whbout i ili g the sir of 
revolt and disafiection, which the police is evci' uu me watch to 
repress. Nay, the partisans of the exporting system have gone so 
far as to consider the combinations of the journeymen as injurious to 
national prosperity, because they tend lo raise iJie price of the com- 
modities destined for export, and thereby to injure their preferencs 
in l!ie foreign market, which they look upon as so desirable. But 
what must be Uie character of that policy, which aims at national 
prosperity through the impoverishment of a large proportion of the 
home producers, with a view to supply foreigners at a cheaper rate, 
and give tlicm all the beneiit of the national privation and self- 
denial ? 

One sometimes meets with masters, who, in iheir anxiety to 
justify their avaricious practices by argument, assert roundly, that 
the labourer would perform less work, if better paid, and that be 
must be stimulated by the impulse of want. Smith, a writer of no 
small experience and singular penetration, is of a very difiereot 
opinion. Let us take his own words. "The lilwral reward of 
labour, as it encourages the propagation, so it increases the industry 
of the common people. The wages of labour are (he encouragement 
of industry, which, like every other human quality, improves in 
proportion to the encouragement it receives. A plentiful subsist- 
ence increases the bodily strength of the labourer, and the comfort- 
able hope of bettering his condition, and of ending his days perhaps 
in ease and plenty, animates him to exert that strength lo the utmost. 
Wliere wages are high, accordingly, we shall always find the work- 
men more active, diligent, and expeditious, than where they are 
low; in England, for example, than Scotland; in the neighbourhood 
of great towns, than in remote country places. Some workmen, 
indeed, when they can earn in four days what will maintain them 
through the week, will be idle the other three. This, however, ts 
by no means the case with the greater part. Workmen, on the con- 
trary, when they are liberally paid by the piece, are very apt to 
overwork themselves, and to ruin their health and constitution in a 
few years,"* 



0/ the Indrpendincc accruing to Ike Modcmt from the Adiancematt 
of Iitduitry. 

The maxims of political cironomy are immutable! ere yet observed 
or discovered, they were operating in the way above described; the 
same cause regularly producing the same effect; the wi Ith of Tyre 
and of Amsterdam originated in a common source, ii is society 
that has been subject to change, in the progressive i icement of 
industry. 

• Weallh of Nations, book L c. a 
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The ancients were not nearly so far behind the moderns in agr^ 
enhurey as in the mechanical arts. Wherefore, since agricultura 
products are alone (1) essential to the multiplication of mankind, the 
unoccupied surplus of human labour was larger than in modem 
days. Those, who happened to have little or no land, unable to 
subsist upon the product of their own industry, unprovided with 
capital, and too proud to engage in those subordinate employments, 
which were commonly filled by slaves, had no resource but to bor- 
rowy without a prospect of the ability to repay, and were continually 
demanding that equal division of property, which was utterly im- 
practicable. With a view to stiAe tlieir discontents, the leading men 
of the state were obliged to engage them in warlike enterprises, 
and, in the intervals of peace, to subsist them on the spoils of the 
enemy, or on their own private means. This was the grand source 
of the civil disorder and discord, which continually distracted the 
states of antiquity ; of the frequency of their wars, of the corruption 
of their sutTragcs, and of the connexion of patron and client, which 
backed the ambition of a Marius and a Sylla, a Pompey and a 
Caesar, an Antony and an Octavius, and which finally reduced the 
whole Roman people to the condition of servile attendants upon the 
court of a Caligula, a Heliogabalus, or some monster of equal enor- 
mity, whose grand condition of empire was the subsistence of the 
objects of his atrocious tyranny. 

The industrious cities of Tyre, Corinth, and Carthage, were some- 
what differently circumstanced; but they could not permanently 
resist the hostihty of poorer and more warlike nations, impelled by 
the prospect of plunder. Industry and civilization were the continual 
prey of barbarism and penury ; and Rome herself at length yielded 
to toe attack of Gothic and Vandalic conquerors. 

Thus re-plunwd into a state of barbarism, the condition of Europe, 
during the midrllc ages, was but a revival of the earliest scenes of 
Grecian and Italian history, in an aggravated form. Each baron or 

Eieat landholder, was surrounded by a circle of vassals or clients on 
s domain, ready to follow him in civil broils or foreign warfare. 

(1) The ** multiplication of mankind*' is not, as is here asserted by our author, 
mhne dependent upon ^ agricultural products;** but, likewise, upon ever}' other 
dewriptioii of commodities essential to human maintenance and support. Food, 
or sobustence, is unquestionably indispensable to the existence of man ; but nut 
more nece«arjf to his proloni^ed bein^ and health, than raiment, shelter, and 
fire. The positioa of Mr. Malthus, which limits population to subsistence only, 
and which is here taken for granted and adopted by our author, is not accurate 
or jnst; and by the more recent political economical inquirers has, therefore, 
either been niodificd or abandoned. Professor Senior, in his ** Two I^ectures 
OQ Populaticm, delivered before the University of Oxford in Easter Term, IS^" 
in coDsiderin^ the general principles, adopts tlie foUowincf pr«)position, as what 
appean to him an outline of the laws of population : ** That the population of a 
gifeti district is limited only by moral or physical evil, or by the appreheiisioi* 
of a deficiency in the means of obtaining^ those articles of wealth ; or, in other 
worda, tKose necessaries, decencies and luxuries, which the habits of the indi* 
riduala of each daas of the inhabitants of tliat district lead them to require** 
29 * Ameeicam EoiToa. 
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I should trench upon the province of t were I to 

atlempt the delineation of the various cauaca u.ui ..u.ii aided the 
progress of industry since that period ; but I may be allowed merely 
to note, by the way, l!ie great change that has been effected, and the 
consequence of that change. Industry has become a means of sub- 
sistence to the bulk of the population, in< pendent of the caprice of 
the large proprietors, and witnout being I o them a constant source of 
alarm: it is nursed and supported by the capital accumulated by its 
own exertions. The relation of client and vassal has ceased to 
exist; and the poorest individual is his own master, and dependent 
upon his personal faculties alone. Nations can support Ihemselves 
upon their internal resources; and governments derive from ibeir 
subjects those supplies, which they were wont to dispense as a mat- 
ter of favour. 

The increasing prosperity of manufacture and commerce has 
raised them in the scale of estimation. The object of war is changed, 
from the spoliation and destruction of the sources of wealth, to Uidr 
quiet and exclusive possession. For the last two centuries, where 
war has not been made to gratify the childish vanity of a nation or 
a monarch, the bone of contention has always been, either colonial 
sovereignty, or commercial monopoly. Instead of a contest of 
hungry barbarians against their wealthy and industrious neighbours, 
it has been one between civilized nations on either side; wherein the 
victor has shown the greatest anxiety to preserve the resources of 
the conquered territory. The invasion of Greece by the Turks, in 
the fifteenth century, appears to have been the final effort of pure 
barbarism arrayed against civilization. The present prcf>onderaDce 
of industry and civilized habits amongst the general mass of man- 
kind seems to exclude all probability of a recurrence of such calami- 
tous events. Indeed, the improvement of military science takes 
away all fear of the result of such a conflict. 

There is yet one step more to be made ; and that can only be 
rendered practicable by the wider diffusion of the principles of poli- 
tical economy. They will some day have taught mankind that ihe 
sacrifice of their lives, in a contest for the acquisition or retention of 
colonial dominion or commercial monopoly, is a vain pursuit of a 
costly and delusive good ; Uiat external products, even those of the 
colonial dependencies of a nation, are only procurable with the pro- 
ducts of domestic growth : that inlema! production is, therefore, tht 
proper object of solicitude, and is best to be promoted by political 
tranquillity, moderate and equal laws, and facility of intercourse. 
The fate of nations will thenceforth hang no longer upon Ihe preca- 
rious tenure of political pre-eminence, but upon the relative degree 
of information and intelligence. Public functionaries will grow 
more and morcdepcndent upon the productive i' !s, to whom 
they must look for supplies; the people, retail nghl of taxa- 

tion in Iheir own hands, will always l)e w go' id ; and ihe 
struggles of power against the current of im| ver t will end in 
its own subversion; for it will vainly strive i lispensatkuv 

i)f nature. 
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/ ,:: CHAPTER vra. 

OF THE REVENUE OP CAPITAL. 

Thb service, rendered by capital, in producti\'e operations, estab- 
lUiea a demand for capital to be so employed, and enables the pro- 
prietors of it to charge more or less for that service. 

Whether the capitalist thus employ his capital himself, or lend it 
to another for that purpose, it yields a profit, that is called the profit 
^ eapUalf distinct from that of the industry employing it In the 
former case, the profit obtained constitutes the revenue of his capi- 
talv which is added to that of his personal talent and industry, and 
often confounded with it. — In the latter, the revenue of capital is 
precisely the interest paid for its use, the proprietor abandoning to 
the borrower the profit derivable from his personal employment of 
the capiul lent 

As the investigation of the interest of capital lent will help to 
throw light on the subject of the profit derivable from its personal 
amployment, it may be as well, in the first instance, to acquire a 
just idea of the nature and variation of interest 

Sbctios L 
Cf LoauM at InieretL 

The interest of capital lent, improperly called the interest of 
money, was formerly denominated usury, that is to say, rent for its 
use and enjoyment; which, indeed, was the correct term; for inter- 
est is nothing more than the price, or rent, paid for the enjoyment 
of an object of value. But the word has acquired an odious mean- 
ing, and now presents to tlie mind the idea of illegal, exorbitant in- 
terest only, a milder but less expressive term having been substituted 
by common usage. 

Before the functions and utility of capital were known, it is pro- 
bable, that the demand of rent for it by lenders was considered an 
abuse and oppression, — an expedient to favour the rich and prejudice 
the poor ; nay, further, that frugality, the sole means of amassing 
capital, was regarded as parsimony, and deemed a public mischief 
by the populace, in whose eyes, the sums not spent by great pro 
prietors were looked upon as lost to themselves. They coulJ not 
comprehend, that money, laid by to be turned to account in some 
beneficial employment, must be equally spent; fur, if it were buried. 
it could never be turned to account at all ; that it is, in fact, spent in 
a manner a thousand times more profitable to the poor;* and that a 

* Vide i^frif Book IIL on the subject of re-producti?e coosamption. 
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labouring man is never sure of earning a subsistence, cept where 

there is a capiial in reserve for him to worli upon, luis prejudice 
against rich individuals, v/ha da not spend their whole income, still 
exists pretty generally ; formerly it was universal ; lenders thenh 
selves were not allogelher free from it, bui were go much ashamed 
of the part they weie acting, as to employ the most disreputable 
agents in (he collecliun of prufiis pcrtcctly just, and highly advan- 
tageous to society. ' 

It is, tliereforc, not surprising that llic ecclesiiistical, and at several 
periods, ihe civil codes, likewise, should have interdicted loans at 
interest; and that, during the whole of the middle ages, throughout 
the larger slates of Europe, this tratiic should have been reputed 
infamous, and abandoned lo the Jews — The little manufacturing or . 
commercial industry of those days was kept aiive by the scanty , 
capital of the dealers and mechanics themselves : and agricultural 
industry, which ^as pursued with somewhat better success, was 
supported by the advances of the lords and great proprietors, who 
employed their serfs or rciaincrs on Iheir own account Loans 
were contracted for, not with a view of profitably employing the 
money, but merely lo satisfy some urgent want, so that Ihe exactor 
of interest was profiting by a neighbour's distress ; and it may easiy 
be conceived, that a religion, founded on the principle of fraternal 
love, as the Christian religion is, [nust disapprove a calculating 
spirit, that even now is a stranger to generous bosoms, and repug- 
nant to the common maxims of morality. — Montesquieu* attributes 
the decline of commerce to this proscription of loans at interest ; 
which was undoubtedly one cause, although, indeed, it was one 
amongst many. 

The progressive advance of industry has taught us lo view the 
loan of capital in a difTeront light. In ordinary cases, it is no longer 
a resource in the hour of emergency, but an agent, an inslrumeot* 
which may be turned to the great bejiefil, as welt of society, as of 
tlie individual. Hencefor^vai-d, it will be reckoned no more ava- 
ricious or immoral to take iiitercsl, than to receive rent for land, or 
wages for labour ; it is an equitable compensatiou adjusted by mutual 
convenience ; and Ihe contr.Tct, fixing the terras between borrower 
and lender, is of precisely the same nature, as any otiier contract 
whatsoever. 

In ordinary- cases of exchange, however, the transaction is ended 
as soon as the exchange is compiled; whereas, in the case of aloan^ 
there remains to be calcutaled the risk llic lender incurs of never 
recovering the whole, or at least a part, of his capital The risk is 
practically estimated, and indemnified by some addilion of interest, 
in the nature of a premium of insurance. Whene' ■ t lere happens 
to he a (jucstion about the interest of advances, a i ul distinction 
should lie made between these, its two component pa : ; otherwise, 
there is always danger of error; and individuals, or e ;n the agents 
* Esprit Jet ZjOif, IJv. xxL c. 20. 
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of public authority, will be apt to involve themselves in useless and 
disastrous operations. 

Thus, the practice of usury has been uniformly re\ived, whenever 
it has been attempted to limit the rate of interest, or abolish it alto- 
gether. The severer the penalties, and the more rigid their exaction, 
mc higher the interest of money was sure to rise ; and this is what 
might naturally have been exf>ccted ; for tlie greater the risk, the 
greater premium of insurance did it re(]uirc to tempt the lender. At 
Rome, while the republican form of government lasted, the interest 
of money was enormous, as it was natural to suppose, even if it 
were not a matter of history. The debtors, who are always the 

Elebeians, were continually threatening their patrician creditors. The 
iws of Mahomet have prohibited loans at interest ; and what is the 
'consequence in the Mussulman dominions? Money is lent at in- 
terest, but the lender must be indemnified for the use of his capital, 
and, moreover, for the risk incurred in the contravention of the 
law. It was the same in Christian countries, so long as loans at 
interest were illegal : and where the necessity of borrowmg enforced 
the toleration of the practice amongst the Jews, such were the 
humiliation, oppression, and extortion, to which, on one pretext or 
another, that nation was exposed on this score, that notning short 
of a very heavy rate of interest could indemnify for such repeated 
loss ancf mortification. Leters patent of the French king John, 
bearing date in the year 1300, are now extant, which authorises the 
Jews to lend on pledges at the rate of four denicrs per week for 
every Kvre of twenty sous, which is more than eighty-six per cent. 
per annum ; but in the year following, the same monarch, though 
recorded as one of the most scrupulous performers of his royal word 
that our annals can boast of, caused the quantity of pure metal con- 
tained in the coin to be reduced ; so that the lenders no longer 
received back a value equal to what they had lent. 

This explanation will alone sutlice to justify the very heavy in- 
terest demanded, without at all taking into calculation, that at a period, 
when loans were negotiated, not to forward industrious enterprises, 
but to support war, to feed extravaixancc, and to further the most 
hazardous projects ; at a period when laws were powerless, and 
lenders unable legally to enforce their claims against their debtors, 
it required a very ample premium to cover the risk of non-payment. 
In fact, the premium of insurance absorbed the far greater part of 
what passed under the name of interest, or usury: and the actual bona 
fide interest, the rent for the use of capita I lent, was reduced to a 
very trifle; for, though capital was scarce, there is reason to suppose. 
that productive employment was still more so. Of the 80 per cent 
interest paid in the reign of king John, perhaps not more than 3 or 
4 per cent was the eijuivalent for the productive service of the 
capital advanced ; for all productive labour is better paid now, than 
it was in those days; and even now-a-days the rent of capital can 
scarcely be reckoned higher than 5 ]x:r cent ; the excess is so much 
premium of insurance for the lender's indemnity. 

2T 
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Thus, the ratio of the premium of insurance, which frequently 
forms the greater porlioii of what is called interest, depends on the 
degree of security presented to the lender ; which security consists 
chiefly in three circumstances : — 1. The safety of the mode of 
employment ; 2. The personal ability and character of the borrower, 
3. The good government of the country he happens lo reside in. 
We have just seen, how much the hazardous purposes, to which loan* 
were applied in the middle ages, enhanced the premium of insurance 
necessarily paid to the lender. 

It is the same with all perilous investments of capital, with a dif- 
ference in degree only. The Athenians of old, made a distinction 
between marine interest, or interest of capital afloat, and land- 
interest, or interest on shore; the former was rated at 30 per cent 
more or less per voyage, whether to the Euxine, or to any port in 
the Mediterranean.* As two such voyages were accomplished with 
ease in the year, the annual marine interest may be rated at about 60, 
while other interest was commonly not more than 12 per cenL 
Supposing that, of the 12 per cent, one half was assigned do cover 
the risk of the lender; we shall find, that the mere annual renter 
hire of money at Athens, was per cent only, which I should still 
tnink above the mark ; yet supposing it to have been so high, the 
marine interest allowed 54 per cent for insurance of the fender's 
risk. So enormous a premium must be attributed in part lo the bar- 
barous habits then prevalent among the nations wjth whom they 
traded ; for different nations were (Sen much greater strangers to 
each other, than they are at present, and commercial laws and cus- 
toms much less respected ; and in part to the imperfections of the 
art of navigation. There was more danger in a voyage from the 
Pirscus to Trapezus, though but three hundred leagues distant, than 
lliere is now in one from L'Orienl to China, whicn is a distance of 
seven thousand. Thus, the improvements of geography and navi- 
gnlion have contributed to lower the rale of interest, ana uhlmalely 
to reduce the cost price of products. Loans are sometimes contract- 
ed not for a productive investment, but for mere barren consumption. 
Transactions of this kind should always awaken the suspicion of the 
lender, inasmuch as they engender no means of repayment of either 
principal or interest If charged upon a growing revenue, they are, 
at all events, an anticipation of that revenue ; and if charged upon 
any of the sources of revenue, they afford the means of dissipating 
the particular source itself If there bo the security neither of reve- 
nue nor of its source, lliey barely place the property of one person 
at the wanton disposition of another. 

Among the circumstances incident to the nature of the employ- 
ment which influence the rale of interest, the duration of the loao 
must not be forgotten ; ceteris paribus, interest is lower when the 
lender can withdraw his funds at pleasure, or at least in a verv short 
jwriod ; and that bolh on account of ihe positive advantage or)iaving 
;;apital readily al comm.ind, and because there is less dread of a risk, 

* yoyage d'Anaehariii, torn, iv, p. S71. 
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which may probably be avoided by timely retreat The facility of 
immediate negotiation presented by the transferable bills and notes 
of modem governments, is one principal cause of the low rate of 
interest, at which many ol these governments are enabled to bor- 
row, {a) This interest, in my opinion, hardly covers the risk of the 
lender; but he always reckons on the certainty of selling his securi* 
ties before the moment of catastrophe, should any serious alarm be 
entertained. The public securities that are not negotiable, bear a 
much higher interest ; such, for instance, as the old personal annui« 
ties in France, which the government generally sold at the rate of 10 
per cent a high average for young lives, W herefore the Genevese 
acted with excellent judgment, in settling their annuities on tliirty 
lives of well-known public characters. By this means, they made 
their annuities negotiable, and so contrived to get the rate of interest 
of securities not negotiable, upon securities that were negotiable. 

About the vast influence of personal character and ability in the 
borrower, in determining the amount of the premium of insurance to 
the lender, there can be no doubt whatever : they are the basis of 
what is called personal credit ; and it is hardly necessary to say, 
that a person in good credit borrows at a cheaper rate, than another 
who has none. 

Next to approved integrity and probity, what most contributes to 
the credit oi an individual or of a government, is past punctuality in 
performance of engagements ; this is, in fact, the very comer-stone 
of credit, and one that seldom proves insecure. But why, it may be 
asked, may not a man who has never yet made default in his pay- 
ment, fail the very next moment ? There is very little probability 
that he will, especially if his punctuality be of long standing. For, 
to have been ever punctual m his payments, he must eitner have 
always been possessed of value in hand sufficient to meet demands 
upon him; that is to say, he must have been a man of property over 
and above his debts, which is the best possible ground ot trust ; or 
else he must have manoj^ed matters so well, and have speculated with 
so much judgment and safety, as always to have had his returns 
arrive before the calls became due ; thus evincing a degree of ability 
and prudence, which afforded an excellent guarantee for his future 
punctuality. The converse of this is the reason, why a merchant, 
that has once failed or hesitated in the performance of his engage- 
ments, thenceforward loses his credit entirely. 

Finally, the good government of the country, where the debtor 
rendes, reduces the risk of the creditor, and consequently, the pre- 
mium of insurance he is obliged to demand to cover that risk. 
Hence it is, that the rate of interest rises, whenever the laws and 
their administration do not insure the performance of engagements. 

^«) This is strongly illufltrated by the unfunded and the funded debt of Great 
Britain. The former, in the shape of exchequer and treaaurv bills, bears a rate 
of interest considerably lower than the latter in the shape of stock ; because tho 
hills are convertible readily at par ; whereas, the usual rise and &11 of the capital 
slock is much greater, than the interest upon it for short periods. T. 
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It is yet more aggravated, when ihcy excite to the vi( n of them ; 
as when they authorise non-[jayment, or do not aci viedge the 
vahdily of bonafiJe contracts. 

The resort to personal restraint against insolvent debtors has been 
generally considered as injurious to the borrower ; but is, on the con- 
trary, much in his favour. Loans are made more willingly, and on 
belter terms, where the rights of the lender are best secured by 
law. (o) Besides, the encouragement to accumulate capital is thereby 
nlarged ; whenever individuals mistrust the mode of investing their 
savings, there is a strong inducement to every- one to consume (he 
whole of his income, and this consideration wilt, perhaps, help to 
explain a curious moral phenomenon; namely, that irresistible avidity 
for excessive enjoyment, which is a common symptom in times of 
political turbulence and confusion." 

However, while on the subject of the necessity of personal severity 
towards debtors, I cannot recommend the practice of imprisonment; 
to confine a debtor is lo command him to discharge his debts, and at 
the same time deprive hirn of the means of so doing. There seems 
more reason in the Hindu institution, giving the creditor the option 
of seizing the person of his insolvent debtor, and confining him at 
the creditor's own home to compulsory labour, for the creditor's 
bcnefil.f But, whatever be the means, whereby the public authority 
enforces the payment of debts, they must always be ineffective, if 
law be partially or capriciously administered. The moment a debtor 
is, or hopes to be, out of his creditor's reach, there is a risk to be run 
by the creditor, which is of value, and must be indemnified. 

After having thus detached from the rate of bare inlerest all that 
is paid as premium of insurance to the lender against the risk of total 
or partial loss of his capital, it remains to consider that part, which 
is purely and simply interest; that is to say, rent paid for the utility 
and the use of capital. 

Now this portion uf the gross sum called interest is larger in pro- 

* See tlie dcacrjplion of the Plafjue at Florence, as given after Boccaccio by 
Sismandi, in his admimble Histoire ilea RrpuUii/iien iThalit. A Bimilar effect 
was observpd at several of the most dreadful epochs of the French revolutioa 

f Raynat, Hiatoire Philosophiquf, lorn, i, 

(a) Tlic personal restraint of the debtor has nowhere been carried lo such 
ejctretne length aH in England. Not only was s debtor at one time liable lo 
imprisaniTient /lEnJenl lite, and belbre the debt wax le^lly eatsblifhcd, and that 
for the tmallett sum ; hut Iho term of hie imprisonment in execution after judjf- 
ment, was absolutely unlimited. The hardship. In both these particulars, woa 
partlalty remedied before the erection of our insolvent code ; and that code hta 
Htill liiTther alleviated the condition of the debtor. But the whole syatem k 
vitiated, and in a great measure, neutralised, bj total neglect of all measuret 
for the prevention of iiisolvencj, in limine. The prand expedient is, ptiblicilf 
of property ; which, in the first place, {jives the creditor the means of estimatinit 
beforehand, and with more accuracy, the RTonnils and fair extent of his debtor's 
credit 1 and In the next, enables him, in case ofdefiiult, lo resort lo thuee iii«>Bnii 
instead of endeavouring lo discover or extort them by personal restmnL Tiuu 
it is, that one error of policy is aure to engender uiollier. T 
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portion as the supply of capital available for loans is less; and as the 
demand of capital for that specific object is greater ; and again, that 
demand is the greater in proportion to the more numerous and more 
lucrative employments of capital. Consequently, a rise in the rate 
of interest does not infallibly or universally denote, that capital is 
growing scarcer ; for possibly, it may be a sign, that its uses are 
multiplied. Smith has remarked this consequence upon the close of 
the very successful war on the part of England, wnich terminated 
with the peace of 1763.* The rate of interest then advanced instead 
of declinmg; the important acquisitions of England had opened a 
new field for her commercial enterprise and speculation; capital was 
not diminished in quantity, but the demand for it was increased ; and 
the rise of interest, which ensued, though in most cases a sign of 
impoverishment, was, in this, a consequence of the acquisition of new 
sources of wealth. 

France, in 1812, experienced the opposite effect of a cause directly 
the reverse. A long and destructive war, which had annihilated 
almost all external communication; exorbitant taxation; the ruinous 
system of licenses ; the commercial enterprises of the government 
itself; frequent and arbitrary alterations in the duties on import; 
confiscation, destruction, vexation; in fine, a system of administration 
uniformly avaricious and hostile to private interest, had rendered all 
enterprises of industry difficult, hazardous and ruinous in the ex- 
treme. The aggregate capital of the nation was probably on the 
decline ; but the ocneficial employment of it became still more rare 
as well as dan^rous ; so mucli so, that interest never fell so low in 
France as at tnat period; and, what is in general the sign of extreme 
prosperity, was then the effect of extreme distress. 

These exceptions serve but to confirm the «]feneral and eternal law, 
that the more abundant is the disposable capital, in proportion to the 
muhiplicity of its employments, the lower will the interest of bor- 
rowed capital fall. With regard to the supply of disfK)sable capital, 
that must depend on the quantum of previous savings. On this 
head, I must refer to what I have before said upon the subject of 
the formation of capitalf 

* Wealth of Natiom, book i. c. 9. 

t SHprdf Book I. chap. 11. It has been remarked timt the rate of interest is 
imally somewhat lower in towns, thin in country places. Wealth of AVi/ioim, 
book i. c. 0. The reason is plain. Capital is for the most part in the hands of 
the wealthy residents of the towns, or at least of persons who resort to them for 
their businen, and carry with them the commodity they deal in, i. e, capital, 
which they do not like to employ at much distance from their own inspection. 
Towns, arid particularly frreat cities, are the frmmi markets for capital, perhaps 
even more than for labour it*eir; accordinnrly, lalionr is there compi rati vol v 
dearer than capital. In the mimtry, where tliere is little unemployed capital, 
the contrary is observable. Thus, usury is more prevalent in country places ; 
it would be less so, if the business of lending were more safe and in better 
lepate. (a) 

(e) These remarks are just in the main ; but the aflvantaj^ of town over coun 
try, in this particular, may be reduced to a very trifle, by the ease of interMl 
eomronnicatioo. In Englaiad the difference is scarcely perceptible. T. 
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irit be desired, ihat capital in search of employ ,and industry 

in search of capital, should both be sa _..id ... me 3sl manner, 

entire liberty of dealing must be allowed in all matters louchine 
loans at interest. Disposable capital, being thus left to itseir, wiU 
seldom remain long unemployed; and there is every reason to 
believe, that as much industry will be called into activity, as the 
actual state of society will admit. 

But it is essential to pay a strict allention to the meaning of the 
torm, stippty of disposable aipilal ; for this alone can have any in- 
fluence upon the rate of interest; it is only so much capital, as the 
owners have both the power and the will to dispose of, that can be 
said to be in circulation. A capital already vested and engaged in 
production or otherwise, is no longer in the market, and therefore 
no longer forms a part of the total circulating capital; its owner is 
no longer a competitor of other owners in the business of lending, 
unless the employment be one, from which capital may be easiR' 
disengaged and transferred to other objects. Thus, capital lent to a 
trader, and liable to be withdrawn from his hands at a short notice, 
and, itfiirtitiri, capital employed in the discount of bills of exchange, 
which is one way of lending among commercial men. is capital, 
readily disposable and transferable to any other channel of employ- 
ment, which the owner may judge convenient. 

Capital employed by the owner on his own account, in a trade 
that may be soon wound up, in that of a grocer for instance, stands 
nearly in the same predicament. The articles he deals in find at all 
times a ready market, and the capital thus employed may be realiz- 
edy repaid if lent, re-lent and re-employed in other trades, or applied 
to any other use. It is always cither in actual circulation, or at leasl 
on the point of being so. Of all values, the one most immediately 
disposable is that of money. But capital embarked in the construc- 
tion of a mill, or other fabric, or even in a movable of small dimen- 
sions, is fixed capital, which being no longer available for any other 
purpose, is withdrawn from the mass of circulating capital, and can 
no longer yield any other benefit than that of the product wherein it 
has been vested, 'Not should it be lost sight of, that even though 
the mill or other fabric be sold, its value, as capital, is not by that 
means restored to circulation; it has merely passed from one pro- 
prietor to another. On the other hand, the disposable value, where- 
with the buyer has made the purchase, is not thrown out of circula- 
tion, having merely passed from his into the seller's hands. TTje 
sale neither increases nor diminishes the mass of floating capital ir. 
the market. Attention to this circumstance is essential fo the form 
ing a correct estimate of the causes, that determine the rate, as weV 
of interest on capital, as likewise of profit accruing from capita! 
employed, which we are about to consider pr illy. 

It has been sometimes supposed, that capital ilied by tht 

operation of credit. This error, though fn uiy recurring il 
works professing to treat of political economy, > f a'-se from 

s total ignorance of the nature and functioi.a nt aL Cardtal 
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consists of positive value vested in material substance, and not of 
imnnateriai products, which are utterly incapable of being accumu- 
lated. And a material product evidently cannot be in more places 
than one, or be employea by more persons than one, at the same 
identical moment The works, machinery, utensils, provisions, and 
stock in hand, composing the capital of a manufacturer, may possibly 
be wholly borrowed ; in which case, he will be acting upon a hired 
capital, and not on one of his own ; yet, beyond all question that 
capital can be made use of by no one else, so long as it remains 
within his control and management : the lender has parted with the 
power of otherwise disposing of it for the time. A hundred othera 
might have equal sc(*urity and credit to offer; but their applicati^i 
could not multiply the volume of disposable capital, and could hf v< 
no other effect than to prevent other capital from remaining idle ^i 
out of employ.* 

It is not to be expected, that I should here enter upon a compi 
tation of the motives of affection, consanguinity, generosity^ oj 
gratitude, which may occasionally give rise to the loan of capital 
or influence the amount of interest demanded for it Every readej 
must take upon himself to appreciate the influence of moral caui 
upon the laws of political economy, which alone we profess to 
expound. 

To limit capitalists to the lending at a certain fixed rate only, is 
to set an arbitrary value on their commodity, to impose a maximum 
of price upon it, and to exclude, from the mass of floating or circu- 
lating capital, all that portion, whose proprietors cannot, or will 
not, accept of the limited rate of interest. Laws of this description 
are so mischievous, that it is well they arc so little regarded as they 
almost always are, the wants of borrowers combining with those of 
lenders, for the purpose of evading them ; which is easily managed, 
by stipulating for benefits to the lender, not indeed bearing the name 
of interest, although really the same thing in the end. The only 
consequence of such enactments is, to raise the rate of interest, by 
adding to the risks, to which the lender is exposed, and against 
which he must be indemnified. It is somewhat amusing to find that 
those governments, which have fixed the rate of interest, have 

* Vide Mujtri^ Book I. chap. 10, 11, on the mode of employing;, and on the 
tnaafbrmation and accumulation of capital. Wtiat is here said do(^8 not militate 
•gunst the positions laid down in Book I. chap. 22. on the reprenenbitives of 
moaey. A bill of cxchanj^, with good names upon it, is only an expedient for 
borrowing of a third person actual and positive value, in the intPrim between 
the nei^iation and the maturity of the bill. Bills and note^, payable on demand, 
or at n^t, whether iamied by the government, or by private bankinj^-esitablish- 
mentfli, are a mere subfititution of a cheap paper atrc'nt of circulation, in the place 
of a costly and metallic agenL The monetary functions of the metil being exe* 
CDted by the paper, the former im set free for other objects ; and, inasmuch as it 
ii exchangeable for other commodities or implements of industry, a positive 
ne eo Mion w made by the substitution to the natunl capital; but no further. 1*he 
degree of the accession is limited strictly to the amoimt of value nn^uired for 
the buiioees of circulation, and dispensed with by this expedient; which amount 
ii a mere trifle, in comparison with the total value of the national capital 
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almost invariably themselves set the example of br ; iheir own 

laws, by borrowing at higher than legal inlerest in ■ own case. 

That interest should be fixed by law is highly proper and neces- 
sary; but il sliould be fixed only in cases, where there is no previous 
agreeincnl about it ; as in ihe case of a legal recovery of a suna with 
interest. And, in such case, I tliink the interest fixed by law should 
be estimated at the lowest rate thai is usually paid by individuals; 
because the lowest rate is ihat paid by the safest investments. Now, 
it is rjuite consistent with justice, that the withholder of capirHl should 
restore it even with interest; butlhat is in the supposition, that it has 
remained all the while in his possession ; which it cannot be supposed 
to have done, without his having invested it in the way ihe least 
hazardous, and consequently without his having drawn from it at 
least the lowest interest it would have afforded. 

But this rate should not be denominated the legal interest, because 
the rale of inlerest ought no more to be restricted, or determined by 
law, than the rale of exchange, or the price of wine, linen, or any 
other commodity. And this is the proper place to expose a very 
prevalent error. 

^ Capital, at the moment of lending, commonly assumes the form 
of money ; whence it has been inferred, that abundance of money 
is the same thing as abundance of capital ; and, consequently, that 
abundance of money is what lowers the rale of interest. Hence the 
erroneous expressions used by men of business, when they tell us, 
that money is scarce, or that money is plentiful ; which, it must be 
confessed, are equally just and appropriate, as the very incorrect 
term, interest of money. The fact is, that abundance or scarcity of 
money, or of its subslitule, whatever il may be, no more affects the 
rate of interest, than abundance or scarcity of cinnamon, of wheat, 
or of silk. The article lent is not any commodity in particular, or 
even money, which is itself but a commodity, like all others; but it 
is a value accumulated and destined to beneficial investment. 

A man, who is about to lend, converts into money the aggregate 
value he means to devote to that particular purpose; and the borro\ver 
no sooner has it at command, than he exchanges it for something 
else; the money that has effected this operation, forthwith served to 
effect other siniilai or dissimilar operations; the payment of a tai 
perhaps, or the subsidy of an army. The value lent has but for a 
moment assumed Ihe form of money, in the same manner, as we hava 
traced revenue received and expended, passing through the same 
tem])orary form; the identical pieces of money serving perhaps a 
hundred limes in the course of a year, to transfer equivalent portions 
of income. So, likewise, the same sum of money, thai has seryed 
to transfer a value from the hands of one lender into th-se of a bor- 
rower, may, afler infinite intervening transfers, pe rm the like 
office bulwecn a second borrower and lender, without ripping the 
former borrower of any part of the value he s ceived. In 
reality, then, it is value which has been borrt i ot any par- 

ticular sort of metal or of merchandise. All Ri lerchandise 
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may be lent and borrowed, as well as money ; nor docs the rate of 
inlerest at all depend upon the quality ut* the object lent or borrowed. 
Nothing is more common in trade, than to lend and borrow other 
objects than money. Wlien a manufa(*turcr buys tlie raw ir«atcrial 
of his business at a certain credit, he. in tact, l)orrows the wooU or 
cottoOy as the case mav be, making use of the value of those materials 
inhiscoQcem; and tlieir quality has no influence on the interest, 
with which he credits the seller.* The slut c»r scarcity of the com- 
iDodity lent only atTects its relati\-c price to other commodities, and 
baa no influence whatever on the rate of interest u{v>n its advance 
or loan. Thus, when silver money lost thrcc-tiiurths of its former 
relative value, altliou£rh f'Hir times as much of it was necessary to 
pass a loan of tl» same extent of capital, the rate of inierest remain- 
ed unaltered. The quantity of sjjccic or money in the market, might 
increase tenfold, without multiplying the quantity of dispijsablo, or 
circulating capital.f 

Wherefore, it is a great abuse of words, to talk of the interest of 
money; and probably this erroneous exprcssiiai has led to the false 
inference, that the abundance or scarcity of money resrulatcs tlie rate 
of interesL;^ Law, Montesquieu, nay, even the judicious Locke, in 
a work expressly treating; of the means of lowering tlie interest of 
money, have all fallen into this mistake: and it is no wonder that 
others should have been misled bv their authority. Tlie theory of 



*Many kniw on interest are made witlm^it benrin? that name, and uithmit 
implying a transfer of money. When a retail dealiT fupplii^ his »hop bv buying 
of the manufacturer or uholc^sale dealer, he borrowtf n.t interesU and repny.s 
either at a certain term, or before it, retaininir the di^^count, which is but ihe 
return of the interest rhar^ed him in addition lo tiie price of the goivls. When 
a provincial dealer makes a remittance to a Innkor at Pari:?, and al^erw.-inU 
draws upon his banker, he lends to him. durin;; tho time that elapses l)etuTrn 
the arrival of the remittance and the priyrnent of the draft. The interest of this 
advance is allowed in the intprest account uhich the banker annexes to the 
merchant's account ciirrenL In t[ie Cvvrif *r Ecmomie IWifti/tir, conipih.'d l)y 
Starch, for the inftructmn of the yu«m); prand-<lukes of Iluscftia, and pnitl> d at 
Petenburgfh, torn. vL p. \CfX vve an* informed, that the fln^'lirh merchants or 
factora, settled in Riis.<>ia, sell tn thoir rn<tom»'r.<« at a cretlit of twelve monihss 
which cnabhM llie Rusr^ian purchaser of cummt articles*, to realize lonpr before 
the day of payment, and turn the procepfln to account in the interim : thereby 
operatmj? with Flnjrli^h capital, never mtended to be ai employe<i. It is tf» be 
presumed, that the Enirli^h indenmity tliomH>!ve.< tor tiiis Iosh of iiitere^st, by the 
•liditional price of their s^'oi'*. But the avpr.'itr»> rato «»f pmfit upon cnpiinl in 
Russia is so higfh, that evpn tliis ruuiid-abuut way of borrowing id sufficiently 
pro6table to the native de>iien>. 

fThis is no cnntradicli«>n to the turmer position, that thp prr^cious metals form 
part of the capital of «cicipty. Thoy form an it^m of capital, but not of digpnfahle^ 
<K Undable capital ; for they are already employed, and not in i«earch of employ- 
ment; — employed in the bu>ine*s of circululinj? value from on** hand to amither. 
If their supply exceed the demand for thi^ object, they are i^ent to other piirUs 
where their price continues hiu^h^T; if their f^«>nfnil abundance lower their price 
everywhere, tlie sum of tlieir valno is wA increa.<ed, but a lai^fcr quantity of 
Ihem is fpiven in cxchanfre fur the .same value in other commodities. 

{ If interest were always low in proportion to the frrcater supply of money, it 
wouM be lower in I^>rtugal, Brazil, and the West Indies^ than in German/^ 
fiwitierland, die, which is by no means the case. 

30* 2U 
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interest was wrapped in utter obscurity, until E nd Smith* 

dispelled llie vapour. Nor will it ever be cL^.iy co...preheiided, 
esccpl by such as shall have acquired a correct notion of what has, 
throughout this work, been denominated capital, and shall proceed 
in the conviction, that the object lent or borrowed, is not a particular 
commodity or object of merchandise, but a portion of value, — of the 
aggregate value of the capital available for that object ; and that the 
per centage paid for tlie use of this portion of capital, at all times 
and places, depends on the relative supply and demand of capital to 
be lent, and is wholly independent of the specific form or quality 
of the commodity, wherein the loan is made, whether it be money, 
or any olher article whatever. 



, 0/ the Profits of Capital 

We have now sufficiently considered the nature and motive of the 
interest paid by the borrower to the lender of capital, and, though 
it appears prelly plainly, that this interest is compounded of the rent 
of the capital, and of the premium of insurance against the risk of 
its pariial or total loss, we have also seen enough, to comprehend 
the ex'reme ditliculty of severing and distinguishing these two 
ingredients. 

Let U3 then proceed, in the next place, to investigate the causes of 
the profit derivable from the employment of capital, whether by a 
borrower or by the proprietor himself: to which end it will be 
necessary, in the outset, to sever it from the profit of the industry, 
that turns it to account; and here again we shall meet with the 
greatest difficulty, in drawing the line of distinction ; though it is 
easy to perceive, that these two classes of profit, generally speaking, 
are combined in the recompense or portion of the adventurer. SmitS, 
and most of the English writers on this science, have omitted to 
notice this distinction ; they comprise under the general head of the 
profit of capital, or slock, as they term it, many items, which evi- 
dently belong to the head of the profit of induslry.f 

♦ E'says of D. Hump, part ii. ess. 4, Weallh nf Nalionx, book ii. c 4. It 
is well for the student in politicul economy, lliat Locke and Mtmlesrjuieu have 
not written more upon it; for tlie talent and ingenuity of a writer serve only [o 
perplex a subject he ia not thoroughly acquninted with. To say Ihe tniU], a 
man of lively wit can not satisfy his own mind without a degree of Bpccionsnesi 
and plausibility, which ia of all things the most dangerous to the generality of 
readers, who are not sutiiciently grounded in princinle to discover an error at 
Urst sighi. In those tn;iences, which consist in meic cl id clnsaifica- 

tion, as in botany or natural historj-, one can scarcely !■ uch ; but id 

those dcnendent upon the deduction of general laws from uS ir beta, th« 

belter couree ia to read little, and select that lillle with 

t This omiisioa is justified by Smith, on the fo •. " Let ui 

iuppose,' sajB he, "that in some particular place, • moo annu&i 
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Perhaps an approximation may be made to the accurate appre« 
ciation of that part of t)ie aggregate profit, which appertains to the 
capital, and that, which ap}jertains to the industry employing it, 
respectively, by comparing the mean ratio of total profit with the 
mean ratio of the diticrenco of profit in the same line of business, 
which seems a fair index of the diilercnce of tlie skill and labour 
engaged. We will suppose two houses, in the fur trade for example, 
to work each upon a capital of 100,000 dollars, and to make on tlie 
average, an annual proHt, tlie one of 24,000 dollars, the other of 
6000 dollars only ; a diilerence of 18,000 dollars fairly referable to 
the different degree of skill and labour, the mean of which is 0000 
dollars ; this may be considered as the gains of industry, which, de- 
ducted from 15,000 dollars, the mean profit of the trade, will leave 
6000 dollars for the profit of the capital embarked in it 

This example I could suggest as a means, rather of distinguishing 
those items of profit thus mixed up together, than of estimating 
their resix^ctive ratio with any tolerable certainty. But, without 
any index to the precise line of demarkation between the profits of 
capital and those of the industry employing it, we may take it for 
granted, that the former will always be proportionate to the risk of 
partial or total loss, and to the duration of the employment. In 

Eractice, adventurers, having ca[)ital at their command, always weigh 
eforehand the advantages and disadvantages of the different modes 
of investment, as specified above,* and naturally prefer, ce^ert^ pari- 
bus^ those presenting the smallest risk and the quickest return ; so 
that there is less competition of capital for hazardous and long- 
winded adventurers ; indeed, none wnatever is embarked in them, 
unless they hold out a rate of profit so much above the average rate, 
as to tempt the capitalist to run the risk. Theory, therefore, leads 
to the presumption, which is confirmed by the test of ex|)erience, 
that the profit of capital is high, in pro}>ortion to the hazard of the 
adventure, and to the length of its duration. 

When a particular employment of capital, the trade with China, 

profits of a manufacturing stock are 10 per cent, there are two different manu- 
factures, in one of which tlie coarse materials annually wrought up cost only 
TOM., wliilc the finer materials in the other cost TCKK)/. If the labour in each 
cost 300^ per annum, the capital employed in the one will amount only to 10(NU.; 
whereas that employed in the other will amount to TiOOl, At the rate of 10 
per cent, therefore, the undertaker of the one will expect a yearly profit of 100/. 
only, and that of the other 7«H)/. ;^' and ho goes on to infer, ** tliat tiie profit is in 
proportion to the capital, and not to tlie labour and t^kill of inspection and direc- 
tion.*' But the instance put is altogether inconclusive ; and it is equally eas^y to 
■oppose the case of two manutkcturcs, carried on in the same place, and in the 
Mine line, each with an equal capital of UKM)/. tlie one under the conduct of an 
active, frugal, and intelligent manager, Uie other under that of an idle, ignorant, 
and extravagant one ; the former yielding a profit of I'M, per annum, the latter 
one of 50/. only. The ditference in this case will arise, not trom any diflerenco 
in the respective capitals employed, but from the ditfercnce in the skill ami in- 
dustry empUjy'mg tliem ; which latter qualities will be more productive in the 
one instance than in the other. 

* Bode II. chap. 7. sect a 
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for instance, does not afTurd a profit proportionate, not i\y to the 
lime of the deteniioii, but likewise to ihe danger of 1^^^ and the 
inconvenience of a long, perhaps a two years' duration of one single 
opcratiun before the returns come to hand, a proportion of tlie capital 
is gradually withdrawn from that channel ; the competition slackens, 
and the profits advance, until iticy ri^e high enough to attract fresb 
capital.* 

This will serve also to explain, why the profits, derivable from 
a new mode of employment, are larger than those of commoa and 
ordinary employments, where the production and consumption have 
been well understood for years. In the former case, competition is 
deterred by the uncertainty of success; in the latter, allured by the 
securitv of the employment, 

In short, in this matter, as in all others, where the interests of 
mankind clash one with another, the ratio is determined by the re- 
lative demand and supply for each mode of employment of capital 
respectively. 

It Is a maxim with Smith and those of his school, that human 
labour was the first price, — the original purchase-money, paid for 
all things. They have omitted to add, that for every object of pur- 
chase, there is, moreover, paid, the agency and co-operation of the 
capital employed in its production. Is not capital ilseif, they will 
say, composed of accumulated products,— of accumulated labourT 
Granied : but the value of capital, like that of land, is distinguishable 
from the value of its productive agency; the value of a field la quite 
diflerent from that of its annual rent. When a capital of 1000 dol- 
lars is lent, or rather lent on hire, for a vear, in consideration of SO 
dollars more or less, its agency is transferred for that space of time, 
and for that consideration ; besides the 50 dollars, the lender receives 
back the whole principal sum of 1000 dollars, which is applicable 
to the same objects as before. Thus, although the capital be itself a 
prc-exisient product, the annual profit upon it is an entirely new one, 
and has no reference to the industry, wherein the capital originated. 

Wherefore when a product is ultimately completed by the aid of 
capital, ooe portion of ils value must go to recompense the agencjr 
of the capital, as well as another to reward that of the industry, that 
have concurred in ils production. And the portion so appLed is 
wholly distinct from the value of the capital itself, which is returned 
to the full amount, and emerges in a perfect slate from its productive 
employment. Nor does this profit upon capital represent any part 
of the industry engaged in ils original formation. 

From all which it is impossible to avoid drawing this concluaion, 

• To any nolhing' of the other motives, that Httract industry to? la any par- 

liculdf proreasion or repel it thence, which have been noticet' •" ptPceA'iag 

chapter. These motives Eometimes operate all in I ne -n, ond th^n 

the profits of both industry and capital rise or &11 L n ; < hey act ia 

opposite directions, the dilTurence on the profit of L hat oil tM 
profit of industry ; or vice vend. 
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that the profit of capital, like that of land and tlie other natural 
aources, is the equivalent given for a productive service, which 
though distinct from that of human industry, is nevertheless its 
efficient aUy in the production of wealth. 






Smcnon IIL 
Of the EmploymenU of Capital tmost beneficial to Society, 

To the capitalist himself, the most advanta^ous employment of 
capital is that, which with ecjual risk yields the largest profit ; but 
vrhat is to him most beneficial, may perhaps not be so to the com- 
munity at large; for capital has this peculiar faculty, that, besides 
being productive of a revenue peculiar to itself, it is, moreover, a 
means, whereby land and industry may generate a revenue likewise. 
This is an exception to the general principle, that what is the most 
productive to the individual, is so to the community at large. A 
capital lent to a foreign country, may very probably [)roducc to the 
proprietors and the nation, the highest possible rate of interest ; but 
can afford no assistance towards extending the revenue of the 
national territory, or for the national industry, as it would do, if 
employed within the pale of the nation. 

The portion of capital embarked in domestic agriculture is em- 
ployed best for the interests of a nation ; it enhances the productive 
power of the land and of the labour of a country. It augments at 
once the profits of industry and those of real property. Capital 
employed under intelligent direction, may make barren rocks to 
bear increase. The Cevennes, the Pyrenees, and the Pays do Vaud, 
present on every side the view of mountains, once a scene of unva- 
ried sterility, now covered with verdure and enriched by cultivation. 
Parts of these rocks have been blasted with gunjwwdcr, and the 
shivered fragments employed in the construction of terraces one 
above another, supporting a thin stratum of earth carried thither by 
human labour. In tliis manner is the barren surface of tlie rock 
transformed into shelving platforms, richly furnished with verdure, 
and teeming with produce and population. The capital originally 
expended in these laborious improvements might, [)erhaps, have 
produced larger profits to the capitalist, if employed in cxtLM'nal 
commerce; but probably the total revenue of tlie district would 
have been inferior iti amount. 

For a similar reason, capital cannot be more beneficially employ- 
ed, than in strengthening and aiding the productive powers of nature. 
Well contrived and useful machinery jiroduces more than the in- 
terest of its prime cost; and l>esides aflijrding additional |)rofit to the 
proprietor, benefits the consumer and the community at large, to the 
full extent of the saving effected by its means ; for every tiling saveti 
if wo much gain. 

The productive employments, that rank next in point of nationai 
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benefit, are those of manufacture and internal commerce ; for tbo ' 
profits of tJie industry lliey set in motion are earned at bomei 
wtiercas, capital embarked in foreign trade benefits tlie industry 
and natural resources of all nations indiscriminately. 

The employment of capital, that tends least to the national advan- 
tage, is the carrying trade between one foreign country and another. 

When a nation is possessed of an immense accumulation of capi- 
tal, it will do well to embark it in all these different channels of 
industry; for they are all lucrative, and in nearly equal degree to 
the capitalist, though in very different degrees to the nation at large. 
What prejudice can arise to the lands of Holland, which are already 
in a high stale of cultivation and management, and want neither 
clearing nor enclosing, or what injury be sustained by nations pos- 
sessed of little territory, like the old stales of Venice, Genoa, and 
Hamburg, from the large investments of national capital in the car- 
rying trade? It flowca into that particular channel of employment, 
merely because there was no other open to il. But that class of 
trade, and generally all external commerce, is ill adapted to a nation 
deficient in capital, and having not enough to keep its agriculture 
and manufacture in activity; and it woidd be absurd for its govern- 
ment to give premature encouragement to those external branches 
of industry ; for such a measure would but check the employment 
of capital in the manner best calculated to increase the national 
revenue. China, though it is the largest empire in the world, and 
must possess the greatest aggregate revenue, since it maintains the 
most numerous and dense population, abandons to foreigners almost 
all its estemal commerce. Undoubtedly, in her present condition) 
she would be a gainer by extending her external relations of com- 
merce ; but she affords a very striking example of the prosperity 
attainable without them. 

It is very fortunate, that iho natural course of things impels ■ 
capital rather into those channels, wliich are the most beneficial to 
the community, than into those, ■which afford the largest ratio of 
profit. The investments generally preferred are those that are 
nearest home ; whereof the first and foremost is the improvement 
of the Sdil, which is justly considered the most safe and permanent; 
the next, manufacture and internal commerce; and the last of all, 
external commerce, the trade of transport, and the commerce with 
distant nations. The owner of a capital, especially of a moderate 
one, will embark it rather under his own superintendence, than in 
distant and remote concerns. He is apt to think his risk loo haznrd- 
ous, when he loses sight of his property for any considerable length 
of time, when he consigns it to strangers, or can es^ect only tardy 
returns, or is exposed to the chances of litigation fraudulent 

debtors, who may take advantage of their unsetllea m Diis of life, 
or of the laws of foreign countries, with which he is iself unnc- 
quainlcd Nothing, but the bait of exclusive prii i monopoly- 

profit, or the violent derangement of internal n y, :an iiiduca j 
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an European nation, not possessed of a large surplus capital, to 
engage in the colonial or East India trade. (1) 




CHAPTER DC 

OF THE KEV£NUE OF LAND. 

Sbction L 
Of ihe Profit of Landed Property^ 



Lakd has the faculty of transforming and adapting to the use of 
mankind an infinity of substances, which, without its intervention, 

*In the precedinj^ chapter, I have given the interestf precedence of the profit, 
of capital, becauae the former helps to render the latter more intelligible. I 
have here adopted a contrary arrangement^ because the consideration of tho 
profit of land elucidates the subject of rent 

(1) [The reasoning of this whole section appears to me to be unsound and 
ineoDClusiTe. There is no distinction in point of productiveness, between anj 
of the various employments of capital. There can, in short, be no line drawn 
between the difierent productive channels, into which capital may be directed. 
Whatever occupations tend to supply the wants and increase the comforts and 
accammodations of life, are, in the strictest sense of the word, equally produc- 
tive, and nearly in the same proportion augment the national wealth. The capi- 
tal employed m the carrying-trade between one foreign country and another is 
%M advantageous to the individual and nation to which it belongs, as the capital 
emdoyed at home. For, as has been already remaked in relation to the profits 
of udustry (vide note page 6) in the absence of all restraints, the profits of aU 
the different employments of capital^ will be on an equality or nearly approaching 
it, inasmoch as any material difference will cause its diversion to a more pro- 
ductive channel, and thus restore the equilibrium. In a word, capital flows into 
the carrying-trade only because it yields a greater profit than it other^'ise would 
4o^ did it not take that direction. 

Moreover, there is no exception to the general principle, that what is most 
productive to the individual is also so to the community at hirge. Notwithstand- 
ing the contrary asMrtion of our autlior, in the foregoing section, a capital lent 
tfl^ or employed in, a foreign country, if it yield to the proprietors and nation the 
highest rate of interest, must necessarily afford the national revenue as much, 
and extend the same assistance to tho national industry, as if it were employed 
within the pale of the nation. If, for example, a capital lent abroad, give em- 
ployment to ibreign industry and natural agents, it is because its productive 
•ervice, when things, I must again repeat, are left to take Uieir natural course, 
will yield a larger revenue to its owners. Were not this the case, this capital 
woald not seek employment abroad, trat remain at home. The revenue produced 
hf capital empk^ed abroad, if the proprietor does not himself at the same time 
omigrate there, must be the means of calling into activity, and giving a greater 
development to the productive faculties of the national indubtry and land, as thi# 
ievenue must be consumed, either productively or unproductively at home.] 

AnEiicAif EoiToa 
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would be to them of no service; it yields nutriment and vegetative 
juices to llie grain, the fruits, and vegetables, whereon we subsist ; as 
well as lo the forests, whereof \vc ci>nstrucl our houses, ships, and 
furiiilure, and whence we derive fuel lo keep us warm. Its agency 
iit the production of oil these commodities may be called, the pro- 
ductive service o( bnd. And thence it is, that Ibe profit of the pro- 
prietor on gi nates- 
He derives a further benefit from Ihc useful substances to be ex- 
tracted from its entrails; the slone, metal, coal, peat, &c. Ac. 

Land, as we have above remarked, is not the only natural agent 
possessing productive properties ; but it is the only one, or abnost 
the only one, which man has been able to appropriate, and turn to 
his o«'n pecuTiar and exclusive benefit. The water of ri\-era and of 
the ocean has tht power of giving nrrotion to machinery-, affords a 
means of navigation, and supply of fish ; it is, therefore, ttndoubiedly 

Eossesscd of productive power. The wind timis our mill ; even the 
eat of the swi co-operates wilh human industry; but happily do 
man has vet been able lo say, the wind and the sun's rays are mine, 
and 1 will be paid for their productive serviees. I would not be 
uiidci-stood to insinuate, that land should be no more the object of 
property, than the rays of th& sun, or blast of the wind. TTiere is 
an essential difierenco between these sources of production; the 
poww of the latter is incjthaustible; the benefit derived from them 
Dv one man docs not hinder another from deriving equal advantage, 
rfhe sea ami the wind can at the same time convey my nc^bour's 
vessel and my own. With land it is otherwise. Capital and Industry 
will be expended upon it in vain, if all arc efjualfy privifeOTd to 
make use of it ; and no one will be fool enough to make the out- 
lay, unless assured of reapng the benefit. Kay, paradoxical as it 
may seem at first sight, it is, nevertheless, perfectly true, that a 
man, who is himself no share-holder of land, is equally interested 
in its appropriation wilh the share-holder himsdf The savage tribes 
of New Zealand, and of the north-western coast of America, where 
the land is unappropriated, have the greatest difBcuIly in procHrine 
R precarious subsistentre ujMin fish and game, and are often reduced 
lo devour worms, catoqirllars, and the most nauseous verrrnn:* not 
uiifrequentfy even to wage war on one another, from absolute want* 
and to de%-our their prisoners as food; whereas, in Europe, where 
the appropriation is complete, the meanest individual, with bodily 
health, and inclipialion to work, is sure of shrfter, clothing, aiid sub- 
sisience, at the least. 

In preceding chapters, we have noticed the profit resulting friim 
mdustry and cnpitnl, embariied in agricuhure or other branches of 
industry. In the present, we are to inquire, wherdn consists the 
i»ei;uliar profit of land itself, independent of t" c ' ; from lite 

industry and capital, de\"oted to its cultivation ; ; I -nsider the 

• Malthm, in Ills Etsai/ rm Pnpntation, bogb i. c, Jftl, has pi a detail of 
«nmr? of tiie revolting cxtrpmo', lo which BLvnge tribes bate b radooad l^ 
llie want irf a tegular gui'ply of food. i ^' j 
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profit of land in the abstract, and whence it originates, without any 
inquiry as to wlio may be the cultivator, whether the proprietor 
himseir, or a tenant under him. 

It is the declared opinion of many writers,* that the value of 
products is never more than the recompense of the human agency 
or surplus, that can be set apart as the peculiar profit of land, and 
constitute the rent paid for its use to the proprietor. The tenor of 
their argument is tnis: the proprietor of land lying waste or fallow, 
having also a capital to dispose of, may, at his pleasure, expend it, 
eitiicr in cultivation, or in some other way. If he reckons that the 
cultivation of his land will yield him as large a return as any other 
investment, he will give it the preference ; and, indeed, it is foimd 
by experience, that this mode of investment is preferred, even 
thougn somewhat less advantageous than others, as being at all 
events more safe. Well : and what do they infer from this ? Why, 
that cultivation yields no return whatever, beyond the interest of 
the capital engaged in it ;f and if so, what is there left for the profit 

* Dettutt de Tracy. Commentaire sur V Esprit de Lois, c 18. Ricardo(a) 
Prin. of Pol, Econ, and Tax. c. 2. 

t AccordixijT to these writers, even the interest of capital is not fifivcn as the 
reoompense of its concurrence in the business of proii notion. I have already 
exposed the fallacy of this opinion, stiprdy chap. H. sect 2. 

(a) This chapter of Ricardo is perhaps the least satis^iBctory and intellitrible 
of his whole work. It goes upon the principle deUiile<l by Malthus, in his Essay 
on Rent ; viz. that the ratio of rent is determined by the difference in the pro- 
duct of land of different qualities, the worst land in cultivation yielding'' no rent 
At all. But there is a great deal of land yii^lding rent without any cultivation; 
and, in a country where the whole of the land is appmpriated, none is over cul- 
tivated without paying some rent or other. Tiie downs of Wiltshire yield a 
rent, without any labour, or capital, being f>xpended upon them ; so likewise the 
forests of Norway; this rent is the niiturul product of the soil ; it is }>aid for the 
perception of that natural product, between which, and the desire for it, an arti- 
ficial difficulty is interposed by human appropriation. The whole rent is, there- 
fore, referable, not to the quality of the land only, but to the quality jiiintly with 
the appropriation ; and so it is in all cases. VVherever a ditliculty is thus inter* 
posed, rent will be paid upon all land brought into cultivation; for why should 
the proprietor part with the temponiry possession for nothing, any more than the 
capitalist with his capitil ? And the ratio of rent is doterminnd, not nitctgether 
by the quality of the soil, but by the intensity — 1. Of the desire, or demand 
for its productive agency ; 2. Of the artifirinl ditlirulty interposed by nature and 
Hainan appropriation. The quality of the soil may vary the intensity of the 
demand for it beyond all question; fur the quality is the pnxluctive agency : but 
the supply of agricultural industry and capital in the market will also vary tlio 
proportion of its product, which industry and rnpital will ex|)eci for themselves. 
Why is rent highest, when a population is coiidenspd on a limited terriiurial 
sarface? because? then the utility of its produrti\e qualities is more stronirly felt 
and desired, in consetpicnce of their intense diifirulry and uttainuif^nt. And why 
is rent still furtiier raised by the prf)hil>itii>n of the imfxirt of prrNluits of external 
aifriculture? because the natural difliculty of obtaining the b(*netit of the pro- 
ductive agency of foreign land is ng^ravateil, by the artificial dilFicuIty inter- 
posed by legislative enactments The degree of productive agimcy, of roiirsr, 
afi^ts the amount of the product; but rent originates in tlie union of that 
af(ency, or utility, with difficulty of attainment, natural and artificial, and is 
regulated in its ratio by their combined intensity. T. 
31 2V 
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on llie productive powers of the soiH Evidently notl g whatever. 
I have endeavoured to put the argument iu the c st aad most 
inlelligible light; and I have to observe upon it, that it proceeds 
upon a partial and imperfect view of the matter, and upon a tolsl 
neglect of the influence of demand in the fixation of value. I will 
now endeavour to give a more complete view of the subject 

The productive power of the soil has no value, unless where its 
products are objects of demand. Travellers, who have explored ibe 
interior of America, and other desert parts of the globe, make 
r^eated mention of tracts of the richest land, capable of every kind 
of^ culture, yet wholly destitute of any useful or valuable products. 
But no sooner is a colony established in the vicinity, or, by some 
means or other, a market found where the products of the soil will, 
in the way of exchange, pay the usual rate of interest upon the 
requisite advances, than cultivation begins immediately. Up to this 
point, there is no difference between us. But if any circumstance 
operate to aggravate the demand beyond this point, the value of 
agricultural products will exceed, and sometimes very greatly ex- 
ceed, the ordinary rate of interest upon capital ; and this excess it is, 
which constitutes the profit of land, and enables the actual cultivator) 
when not himself the proprietor, to pay a rent to the proprietor, aftei 
having first retained tne full interest upon his own advances, and the 
full recompense of his own industry. 

Land is an agent gratuitously furnished to mankind at large, by 
whom it is afterwards exclusively appropriated ; but its appropria- 
tion does not begin to be profitable lo the individual, iu whose 
favour it is made, until its products are an object of demand, and 
until their supply ceases lo be co-extensive with the desire for ihenii 
as it is with respccl to some other natural objects, air, water, &c. 

From those products of the soil only, thus raised in value by the 
demand, can Inere accrue that profit to the proprietor which has 
been called the profit of land ; and which is paid in all civilized couD* 
tries, and especially where manufacture and commerce multiply the 
objects of exchange. It may sometimes happen, tliat in a particular 
district of such a country, the rent of land may be very trifling; 
as in our own district of Sologne, where it is no more ihan 20 cents 
an acre; but this is owing to the want of roads, and particularly of 
waler-carriage, which makes the charge of bringing its ngricultural 
produce to market, added lo the charge of cultivation, absorb nearly 
ihe whole value it will there sell for. In some countries, highly 
civilized and productive in the extreme, land pays no more than 3 
or 4 per cent, upon ils price or purchase- money. Yet, this is no 
proof of the poverty of the soil ; it proves only, that it sells dear. A 
landed cslale may yield 24 dollars the acre, and require very little 
expense of cultivalion; as if it be laid down in pasture, for instance; in 
such case it must owe most of its value to ils natural pr perties; yet, 
if it have cost the proprietor 800 dollars the acre, it !l ) leld a return 
of 3 per cent only. And herein consists the di between Ihe 

prcfit and the rent of land : profit is high or low, a ding to the 
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turn of the product ; rent, acrording to the quantum of the pur- 
e-money or price. An acre of land, yielding a profit of one 
r only, will bring as high a rent as an acre yielding a profit of 50 
rs, if 50 times as much has been paid for the one as for the other. 
'henever land is bought with capital, or capital with land, occa- 
is given for a comparison of the returns oi the one species of 
erty with the returns of the other. It is possible, that an estate, 
;ht with a capital of 100,000 dollars, may produce but 3 or 4000 
rs per annum, whilst the same amount of capital would yield 5 
(XK) dollars. The lower rate of interest, which the proprietor is 
snt to take on a purchase of land, may be attributeu, in the first 
3, to the superior stability of the investment. Capital can seldom 
lade productive, without undergoing several changes both of 
. and of place, the risk of which is always more or less alarming 
arsons unaccustomed to the operations of industry ; whereas, on 
contrary, landed projxjrty produces without any change of either 
ty or position. The satisfaction and pleasure attached to terri- 
1 possession, the consideration, weight, and dignity it communi- 
}, and tiie titles and privileges with which it is in some countries 
•mpanied, contribute greatly to increase this natural preference, 
is true, that land is more exposed than other property to the 
en of public taxation, and to the arbitrary exactions of power, 
isely because it can neither be removed nor concealed. A fioat- 
sapital may take any shape whatever, and be removed at will. 
n escape tyranny and civil commotions more readily, than even 
)erson of its proprietor. It is a safer object of property ; for it 
ten impossible to attach it, or to make it specifically responsible 
he debts of the proprietor. Moreover, it is much less exposed 
ligation than landed property. Yet, it is clear, that all these 
mtages are more than counterpoised by the superior risk of 
stment; and, that landed property is still preferred to floating 
tal; since land is dearer, in proportion to its annual returns. 
^hatever may be the exchangeable price of land and capital one 
e other, it is proper to observe, that tlieir interchange makes 
ariation in the supply of productive agency of land and capital 
K5tively in circulation, and disposable for the purpose of produc- 
; conset^uently, that exchangeable price can nowise affect the 
and positive profit of land and of capital. When Richard sells 
state to Thomas, the productive service of the land is at the dis- 
I of Thomas instead of Richard; and that of the capital, given 
:change for it, is at the disposal of Richard instead of Thomas, 
fie only thing, which really varies the amount of productive 
cy of land in circulation, is the actual amelioration of the soil, 
ilearing and bringing new land into cultivation, or enlarging 
iroductive power of old land, and thus increasing its product, 
ngs and accumulations of capital arc, in the shape of agricul- 
improvements, transformed into landed property, and made to 
cipate in all the peculiar advantages and disadvantages attached 
The same may be said of houses, and generally of all capital 
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invested in a fixed and permanent object ; it thenc th loses the 
character of capital, and assumes that of landed properly. 

Whenre we may draw this invariable maxim ; thai the productive 
agency of land is possessed of value, which value, like value in gene- 
ral, increases in the direct ratio of the demand, and the inverse ratio 
of ihe supply; and that, since land diflers as much in quality, as io 
site and position, there is a peculiar demand and supply for each 
peculiar quality. A demand for so much wine, more or less, what- 
ever it arise from, creates a specific demand for as much productive 
o";ency of the soil, as may be requisite for its growth ;• and the exieat 
oJ surface, adapted to the culture of the grape, determines the supply 
of that productive service. If the soil, capable of growing good 
wine, be very limited in extent, and the demand for such wine very 
brisk, Ihe profit of the soil itself will be extravacanily high. 

It is worthy of remnrli, that all land, that yields any profit at aD, 
however trifling the amount, even so tittle as 20 cents the acre, or 
even less, may be kept in a state of cultivation : and there have been 
many instances of its cultivation under such circumstances. Herein 
it differs from capital and industry. A labourer, if he finds himself 
settled in a place, where his labour does not yield him what he hat 
reason to expect, can migrate to another. So, likewise, capital quickly 
flows from a channel, that affords a less, to one that affords a greater 
return. But land has not the same facilities: it is of necessity im- 
moveable ; consequently, out of its gross product, after the deduction 
in the first instance of ail advances of capital, with interest, as well 
as of the profits of industry, without which there could be no product 
whatever, there still remains to be deducted the expense of carrying 
the product to the market, or place of exchange. When these seve- 
ral deductions absorb the whole product of Ihe land, the land itself 
yields no profit at all, and the proprietor con never succeed ia 
getting a rent from it. Even if he cultivate it himself, he can only 
gain a profit on his capital and industry, but will receive none what- 
ever from the bare ownership of llie land. In Scotland, there are 
tracts of unproductive land thus cultivated by the proprietors, whidi 
it would not answer for any one else Io undertake. So, likewise, 
in ihc hack sclllemenis of the United Slates, there are tracts of great 
extent and fertility, whose revenue alone would not maintaia the 
pruprielors; yet lliey are, neverlheless, cultivated with success: faut 
it is by the proprielors themselves, who consume the product at the 
place of growth, and arc obliged to superadd to the profit of the land, 
which is little or noihing, the further profit of capital and person^ 
mdustry, which nflbrd a handsome competency. 

It is obvious, thill land, though in a state of cultivation, yields no 
profit, when no farmer will pay rent for it, which is a convincing 
proof that it gives no surplus, after allowing for the profit of the 
capital and industry requisite for its cultivation. 

In the instance just mentioned, the effect is occasioned by the dis- 

' As wpII ns a dcinnnd far lite capitnl and induslry rei he cultivatioo. 
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mca of the market; the exf)eDse of transport swallows up the profit, 
rhich might otherwise be made of the land. Other instances might 
e adduced, in which badness of seasons, war, or taxation, have jpro- 
uced the same effect, and partially or totally absorbed the profit of 
md, and thus thrown it out of cultivation.* 



Sbctioh n. 

CfRent. 

When a fanner takes a lease of land, he pays to the proprietor the 
profit accruing from its productive agency, and reserves to himself, 
esides the wages of his own industry the profit upon the capital he 
(mbarks in the concern ; which capital consists in implements of 
lusbandry, carts, cattle, &c. He is an adventurer in the business of 
Lgricultural industry ; and, amongst the means he has to work with, 
here is one that does not belong to him, and for which he pays rent, 
1 0. the land. 

The preceding section was occupied in explaining the source of 
he profit of land. Its rent is generally fixed at the highest rate of 
liat profit, and for the following reason. 

Agricultural adventure requires, on the average, a smaller capi- 
al,fa) in proportion, than other classes of industry, reckoning the 
and itself as no part of the capital of the adventurer. Wherefore, 
here is a greater number of persons able, from their pecuniary cir- 
cumstances, to embark in agricultural, than in any other speculations; 
consequently, a greater competition of bidders for land upon iense. 
3n the other hand, the quantity of land fit i4)r cultivation is limited 
n all countries; whereas the quantity of capital and the number 
jf cuhivators have no assignable limitation. Landed proprietors, 
lierefore, at least in those countries which have been l(>n<r ])eo]:)led 
ind cultivated, are enabled to enforce a kind of monopoly against 
iie farmers. The demand for their commodity, land, may go on 
MNitinually increasing ; but the quantity of it can never be extended. 

This circumstance is equally applicable to the nation at large, 
ind to each particular province or district. The number of acres 
o be rented in each province is incapable of extension ; whiist the 

* This catalogue of adventc circurnHtancew, all beariniif more 8tron^]y upon 
he profit of land, than upon that of other sourceH of n^veiiue, explains the fre- 
laent and unavoidable remission of rent to th*; fanner, and proven the accunicj 
if M. de Sevigne's judgment, when she writest from the country: — *M wish my 
■Ml coold come here and convince himself of the fiilhry of tincy'in^ oneself 
of wealth, when one is only po^sessetl of land.** 7w/re 2"24. 



(fl) This ia not universally true. In En(?land, where afrriculturc hns attained 
I hiffh deirree of perfection, arable farms re<)iiire much lar^rer capita 1h than for- 
BMHij ; and a fiumer ia commonly a much richer man, than the majority of the 
tradflmen in his neighboarbood. T. 
81 • 
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number of persons in a condition to rent them has no fixed ani 
absolute limit. 

Wlienever this is tiie case, the bargain between the land-holder 
and the tenant must alwtiys be greatly in favour of tlie former ; and, 
whenever there is any portion of the soil, which yields to the Isttet 
more than the interest of his capital and the wages of his industry, 
a higher bidder will soon offer himself. The liberality of a few pr* 
prielors, the distance at which they happen to reside, the ignox-ance 
of others, and even of the farmers themselves, and the imprucieiice 
of a few more, may sometimes operate to depress the ratio of" rent 
below the maximum of profit; but these are accidental circum- 
stances, which act for a season only, and can never prevent tiie 
regular and constant action of natural causes, which must in (Jie 
end prevail. 

Besides this advantage accruing to the land-holder, derived from 
the very nature of things, he has likewise in general the advantage '; 
of possessing, or being able to accumulate greater wealth, and some- 
times crcdil, patronage and influence, into the bargain : but the first j 
advantage is alone sufficient to insure him the sole benefit of soy I 
circumslances, that may happen to enhance the profit of land. Thfi 
opening of a canal or road, ihe increase of population, wealth, and 
affluence in the province, always operate to raise his rent He alw 
benefits by every improvement in the cultivation; for a man cnn 
afford to pay dearer for the hire of an instrument, when he kncffi 
how to turn it to better accounl. 

When the proprietor himself expends a capital in the improvement 
of his land, in draining, irrigation, fences, buildings, houses, or other 
erections, the rent then includes, in addition to the profit of the land, 
the interest liltewise of the capital so expended.* I 

The farmer may sometimes undertake these expenses of oftie- i 
lioralion himself; but he can only calculate on receiving joleresl | 
on the outlay during the continuance of his lease: at the expira- 
tion of which, the benefit must devolve t» the land-holder, being 
wholly incapable of removal: thenceforward the landlord deriv« 
the whole profit, without having made any of the advances; f"' 
lie receives a propoi-lionate increase of rent in consequence. The 
farmer should, therefore, engage only in those improvements, whose 
effects will last no longer than his lease; unless tJie lease be long 
enough, to allow the profit arising from his improvements to repay 
the whole outlay, together with the interesL It is in this wnv- ,i 
that long leases operate to increase the product of the land; and it | 
is evident the effect will be Ihe greatest, when the land is farmed 
tiy the proprietor himself; for he is far less likely, than the fanner, 
to lose the benefit of such advances; every judicio improvement 
yields him a permanent profit, and the original lay is amply 
repaid, when the land is finally disposed of. The er's certainty 

imcs of gTcalei 
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ng the advantage till the end of his lease, is equally conducive 
improvement of landed property with the length of leases. 
contrary, such laws and customs, as authorize me cancelling 
» in specified cases, as in case of sale by the proprietor, are 
prejudicial to agriculture ; since the farmer will hardly ven- 
undertake any considerable improvement, if kept in continual 
seeing an intrusive successor appropriate the recompense of 
iDuity, labonr, and capital In fact, every improvement lie 
make would but increase the risk of that injustice ; for land 
lore saleable in good condition than otherwise, 
es are nowhere more sacredly regarded than in England ; 
3 privilege, enjoyed by leasees to Uie amount of 405. (about 
its) and upwards, of voting at Parliamentary elections, has, 
3 measure, restored the equipoise of power and influence 
n landlords and tenants, which seldom exists in practice. In no 
ountry do we see tenants so confident of undisturbed posses- 

to build upon ground held on lease. Such tenants improve 
1, as if it were tlieir own ; and their landlords are punctually 
vhich is less frequently the case elsewhere, 
land is sometimes cultivated by persons possessed of no capi- 
itever: the proprietor furnishes himself the requisite capital, as 
I the land. They are called in France, metayers, and com- 
;>ay to the landlord half the gross product. This arrangement 
s met with only in the infancy of agriculture, and is of all 
the least conducive to improvement ; for the party who bears 
lense of amelioration, whether landlord or tenant, makes the 

gratuitous present of half the interest on his advances. This 
* tendency was more common in the feudal times, than it is 
ent The lords were above tilling the land themselves, and 
issals had not the means. The largest incomes were then 
[ from the land, because the lords were large proprietors ; but 
ire no proportion to the extent of the land. Nor was this 
to the defect of agricultural skill, so much as to the scarcity 
tal devoted to improvements. The lord felt little anxiety to 
e his property, and expended, in a way more liberal man 
tive, an income that he might easilv have tripled. He levied 
;ave feasts and tournaments, and maintained a numerous 
. If we look at the then degraded condition of commerce 
inufacture, superadded to the insecurity of the agricultural 
:, we need eo no further for the explanation of the reason, 
le bulk of the community was in the extreme of indigence ; 
hyt independently of every political cause, the nation itself 
eak and impotent Five departments would now be able to 
ttacks, which overwhelmed all France at that period : but 
^ for her, the other states of Europe were nowise in a better 
on. 
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CHAPTER X 

OF THE EFFECT OF REVENUE DEDIVED BY ONE NATION FROM ANOTBEBK_ 

One nation cannot take from Hoother the revenues of its indu^f 17. 
A German tailor, establishing himself in France, there makes a 
profit, in which Germany had no (jarlicipalion. But, if ihis Ia/A)r 
contrive to amaas a little capital, and after the lapse of several yeara 
carry it back with him to his native country, he injures France (0 1 
the same extent as a French capitalist, who should emigrate with 
the same amount of fortune.* In a political view, the injury lothe 
wealth of the naiion is etjual in both cases; but in a moral light, it is 
otherwist; for I reckon that a native Frenchman in quitting hii 
country, robs it of an afiectionate attachment, and a spirit of ejtclu- 
sive nationality, which it can never look for in a stranger bom. . 

A nation, receiving a stray child into its bosom again, acquires a 
real treasure; inasmuch as in him it receives an addition to its popu- 
lation, an accession to the profits of national industry, and an acqui- 
sition of capital. It at the same time recovers a lost citizen, and the 
means for him to subsist upon. If the exile bring back hia industry 
only, at any rate the profits of industry are added to the national 
stock. It is true, that a source of consumption is likewise super- 
added ; but supposing it to counterbalance the advantage, there is no 
diminution of revenue, while the moral and political strength of the 
country is actually augmented, (n) 

With regard to the capital lent by one nation to another, the efTecl 
upon their respective wealth is precisely analogous to that, resulting 
from every loan from one individual to another. If France borrow 
capital from Holland, and devote it to a productive purpose, she will 
gain the profit of industry and land accruing from the employment 
of that capital; and she will do so even though she pay interest; 
in like manner as a merchant or manufacturer borrows for the pur- 

• ir, however, tlijs cnpitiil be llip frdit of liis pprsonal rriigalily, lie robs Prance 
of no part of her wealth existing previnuB to Jiis arrival, lind he conlinaed 
reaidcnt theio, the ftg(;rp|rHle of the capital of Fmnce would have been incrr-ased 
to tlie full extent of bis accumulation ; but, in taking the whole away with hitn, 
lie takes nu more timn his own carningi', and no value but what is of hia own 
creatmn; in so doing, he commitf no individual, and, tberelbre, no natioiHl 
wrong. 

(n) In the common course of thinpi, Buch an aiidition ia a national benefit, 
becauiic It is an accession to the secondary oource of pn m, i. e. industrj. 

But defective human institutions may convert a benefit ii a ■ ee ; m where a 
poor-law pystem givea gratuiUiun auheistence to a part of pi. lation, capable 
of labour, but not incited liy wont. In such caae, every aumiii human beinff 
Diay be a burthen inatead of a prize; for he may be ouo more uu the list of idta 
pensionera. T. 
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poses of his concern, and gains a residue of profit, even after paying 
Ihe interest of the loan. 

But, if one state borrow from another, not for productive pur- 
poses, but for those of mere expenditure, the capital borrowed will 
then yield no return, and the national revenue be saddled with the 
interest to the foreign creditor. Such was the condition of France, 
when she borrowed from tlie Genoese, the Dutch, and llie Genevese, 
for the support of her wars, or to feed the prodigality of a court 
Yet it was better to borrow from strangers than from natives, even 
for the purpose of dissipation ; because, tlie amount so borrowed was 
not withdrawn from the nalnonal productive capital of France. In 
either case, the French people would have to pay the interest ;* but 
bad they likewise lent the capital, they would have had to pay the 
interest, and at the same time have lost the benefit, which their 
industry and land might have derived from its employment and 
agency. 

With regard to such landed property, as may belong to foreigners 
residing abroad, the revenue arising from it is an item of foreign, 
and forms no part of the national revenue. But it is to be remem- 
bered, that the foreigner cannot have purchased it without a remit- 
tance of capital equd in value to the land; which capital is an equally 
valuable acquisition, particularly if the nation be possessed of im- 
proveable land in abundance, but of little capital to set industry in 
motion. In making his purchase of land, the foreigner exchanges a 
revenue of capital, which he leaves the nation to profit by, for a 
revenue of land; which he thenceforth receives: thus bartering in- 
terest of money for rent of land. If the national industry be active 
and skilfully directed, more benefit may be derived from the interest, 
than was before obtained from the rent ; the purchaser, however, 
acquires a fixed and permanent property, in lieu of one more perish- 
able, transferable, and destructible. Mismanagement may soon 
annihilate the capital the nation has acquired ; but the land remains 
a permanent possession of the purchaser, and he may sell it and get 
back the value when he pleases. There is therefore nothing to be 
apprehended from the purchase of land by foreisjners, provided there 
be wisdom enough, to employ in reproduction the value received in 
exchange. 

The particular form, in which one nation may draw revenue from 
another, is of no importance whatever. It may be remitted in sj)ccie, 
in bullion, or in any other kind of merchandise : indeed it is of the 
ffreatest consequence to leave individuals to take it in the shape that ' 
best suits their convenience ; for what suits them will infalliblv be 
the best for both nations ; in like manner as in the conduct of inter- 
national trade, the commodity, which individuals export or import 
in preference, is that which best suits the mutual national interests. 

The agents of the English East India Company drew from that 

* It wUl be shown in Book III. that the interest is equally lost, whether 
mat iatennUly or externally. 

2W 
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country, either an annual revenue, or an accumulated fortune, whJdi 
they returned lo England to enjoy and live upon: ihey took good 
care not lo withdraw these remittances in the shape of gold or 
silver, because the precious metals were of more relaiive value io 
Asia than in Europe; they remitted in the shape of India goods 
and products, on which a fresh piufil was made on arrival in Eu- 
rope: every million they remitted, swelled, perhaps, to so mach as 
1,200,000, by the time it reached the place of destination. Thus, 
Europe gained lo the amount of 1,300,000, while India tost only a 
million. If these despoilers of India»(a) insisted on transmitting 
this whole sum in specie, they must have robbed Ilindostan, perhaps, 
of l,500,000,or upwards, for every 1,200,000 that England received. 
The same sum may, perhaps, have been amassed originativ in specie; 
but it was always remitted in the shape of that commodity, which, 
for the time being, answered best as an object of transport. Aa long 
as exportation of any kind is allowed, and exportation has always 
been regarded by statesmen with a favourable eye, it is easy to 
receive in one country, the revenue and capital derived from another. 
And the remittance cannot be prevented by the government, without 
the interdiction of all external commerce, which, after all, would 
leave the resource of smuggling and contraband. In the eyes of 
political economy, nothing is more absurd, than to see governments 
prohibit the exiwrt of the nalioaat sf>ecie, as a means of checldog 
the emigration of wealth.f [ ., 

* R-iynal tells ua, that, insmnucb a3 the EoaC India Company deriTed & reTeDae 
Trom Bengal, lo be consumed in Europe, It must infallibly drain it of specie in 
Itie end, since the company is.the quly niercliant, and imports no specie itself! 
But Raynal U mistaken in i\us. In the firit place, private merchants do cairj 
the prcciouf mclala lo India, bccaii»:e they are of more value there Ibin io 
Europe ; and that very ffiasan also deters tljo servants of the company, who imy 
have made forlunes jil Asia, from remitting- (hem in specie. 

And if it were (□ be aag^ested, that a fortune, remitted lo Europe, la less sub- 
stantial and more sppedily diasipatcd, wlien It arrives in the shape of ^oods, tJum 
wtien in that of specie, this again would be] an error. The form, that property 
hnppens to assume, does not afTcct ila subelp.ntiaUty ; when once transferred to 
Europe, it may be converted into specie, or land, or what not It is the amount 
of values, and nut the temporary form they appear under, which, in this colonial 
n Oint of International trade, is the eHScntiai circumstance. 



t The complete interception of all export of objects of value would not bdp 
tljeni towards tlie point of intent ; because free conimunicalion occaaiww « much 
greater InlluE than efHuK of wealth. Value, or wealth, is by nature fitpilive 
and independent. Incapable of all restraint, it is suro to vanish from the tetlen 
thai are contrived to confine It, and to expand and tlourisU under the influeDce 
if liberty. 

(a) Tliis is a harsh word, yet probably juslified by llie history of the original 
acriuiaitlon. But the scene has now chancred; the servants of the aovereign 

company no lonffer look to spoliation aa a public or private irce. but are 

content with the liberal remuneration of laborious duties, ci military, and 
financial. A sli(;ht examination of the connexion between lain and her 
Asiatic dependencies will show, how small a balance is <x> the former 

in any shape ; and it should be remembered that part, t ils, is but the 

interest of loads raised in England, lor llie purposes of IministralMO, 

thouffh not always of a wise or paternal character. T. 
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CHAPTER XL 

OF THE MODE IN WHICn TUE aUANTITY OF THE PROmJCT AFFBCIB 

POPULATIOX. 



Sscno!! I. 
Of FfifvUaiwii^ at eonwuUd with Politicai Economy, 

HAVi!rG, in Book I, investigated the production of the articles 
necessary to the satisfaction uf human wants, and in the present 
Book, traced their distribution among the different nrtcmbers of the 
community, let us now further extend our observations to the in- 
fluence those products exercise upon the number of individuals, of 
which the community is composed ; that is to say, upon population. 

In her treatment of all organic bodies, nature seems to ncslect the 
individual, and afford protection only to the s[)ecics. Natural history 
presents very curious examples of her extraordinary^ care to per- 
petuate the species; but tlie most powerful means she adopts for 
that purpose, is the multiplication of germs in such vast profusion, 
that notwithstanding the immense variety of accidents occurring to 
prevent their early development, or destroy tliem in the progress to 
maturity, there are always left more than suOicicnt to perpetuate 
the species. Did not accident, destruction, or failure of the means 
of development, check the multiplication of organic existence, there 
is no animal or plant that might not cover the face of the globe in a 
very few years. 

This faculty of infinite increase is common to man, with all other 
organic bodies; and although his superior intelligence continually 
enlarges his own means of existence, he must sooner or later arrive 
at the ultimum. 

Animal existence depends upon the gratification of one sole and 
immediate want, that ot food and sustenance ; but man is enabled, by 
the faculty of communication with his species, to barter one product 
for another, and to regard the value, rather than the nature, of the 
product The producer and owner of a piece of furniture of twenty 
dollars value, may consider himself as |x)ssessing as much human 
food, as may be procurable for that price. And with respect to the 
relative price of products, it is in all cases determined by the inten- 
sity of tne desire, the degree of utility in each product for the time 
being. We may safely take it for granted, that mankind in general 
win not barter an object of more, for one of less urgent necessity 
In a season of agricultural scarcity, a larger (]uantity of furniture 
will be given for a smaller quantity of human aliment; but it is in- 
variably true, that whenever barter takes place, the object given on 



} 
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one side is worth that given on the other, and that the one is pro- 
curable for the other.* 

Trade and barter, as we have seen above, adapt the products to 
the general nature of the demand. The objects, whether of food 
or raiment, or of habitation, for which the strongest desire is felt, 
are of course the most in request ; and the wants of each family or 
individual, are more or less fully satisfied, in proportion to the ability 
to purchase these objects; which ability depends upon the produc- 
tive means and exertion of each respectively; in plain terms, upon 
the revenue of each respectively. Thus, in the end, if we sift this 
matter to the bottom, we shall find, that fami!ies,and nations, which 
are but aggregations of families, subsist wholly on their own pro- 
ducts; and that the amount of product in each case necessarily 
ijmiis ihe numbers of those who can subsist upon it. 

Such animals as are incapable of providing for future e^dgencies, 
after they are engendered, if they do not fall a prey to man, or soma 
of their fellow brutes, perish the moment they experience an im- 
perative want, which they have not the means of gratifying. But 
man has so many future wants to provide for, that he could not 
answer the end of his creation, without a certain degree of provi- 
dence and forethought; and this provident turn can alone preserve 
the human species from part of the evils it would necessarily endure, 
if its numbers were to be perpetually reduced by the process of 
destructive violence.f 

Yet notwithstanding the forethought ascribed to man, and the 
restraints imposed on him by reason, legislation, and social habits, 
the increase of population is always evidently co-extensive, and even 
something more than co-extensive, with the means of subsistence. 
It is a melancholy but an undoubted fact, that, even in the most 



*AlthouKh all products nrc necessary to llic social existence of man, ibe oe- 
ccssily of food bein|T of all oliicrs mosi: ur^nt snH unceasing', and of most fre- 
quent recurrence, olijocls of aliment are juHtly placed first in the catalogue <£ 
the means of human existence. They are not all, however, the produce of the 
nalionil territorial surface ; hut are procurable hy commerce as well aa by intei- 
nul agriculture ; and many countries contain a greater number of inhabitants than 
could subsist upon tlie produce of their land. Nay, the iraportalion of another 
commodity may l>e equivalent to an importation of an article of food. The export 
of wines and brandies to tlie norlli of Europe is almost equivalent to an export 
of bread ; for wine and hraitdy, in groat measure, supply the place of beer utd 
spirits distilled from grain, and thus allow the grain, which would otherwise be 
employed in the preparation of beer or Epirits, to be reserved for that of bread. 

-f-Tbe practice of infanticide in China proves, that the local prejudices of cut- 
torn and of religion there counteract the foresight which tends to check the in- 
crease of population; and one can not but deplore such prejudices; for the human 
niiacry resulting from the destruction is great, in proportion aa ■"- ibject ia more 
fully developed, and more capable of sensation. For this reason ii vould be still 
more barbarous and irrational policy to multiply wars, and ins of human 

destruction, in order to increase the enjoyments of Bur.i ; Itecaaee the 
destmclive scourge would affect human beings in a alnu: !Ct, mora bds- 

(!eptible of feeling and sulTerins', and arri I at a jd □ the matora 

difiplar of his laculties renders man ui to others. 
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thriving countrteSt part of the fw:>pu]ation finnually dies of ir^ere want. 
Mot that all who peiish from want abs<jluiei y die of hun*ier : tlxHigli 
this cahmhy is of more frequeot occurrcocc than is geiio rally sup- 
posed.* I mean only that they have not at comma ml all the iieces- 
saries of life, and die for want of son^ie part of those articles of 
necesaity. A sick or disabled fierson may. pcrlKij^s, re^^uirc nothing 
more tlian a little rest, or medical advice, togeilier with, perhaps 
tome simple remedy, to set him up again : but il;e requisite rest, or 
advice, or remedy, is denied, or iK»t aiibrdeJ. A child may rctjuire 
the attentions of the mother, but the mother may perhaps be taken 
away to labour, by the imperious calls f>f necessity : and the child 
peri& through accident, neglect, or disease. It is a fact well esta- 
Uished by the researches of all who have turned their attention to 
statistics, that out of an equal number of children of wealthy and of 
indigent parents, at least twice as many of the latter die in infancy 
as of the former. In short, scanty or unwholesome diet, tike insutii* 
cient change of linen, the want of warm and dr\' clothing, or of 
foeL ruin the health, undermine the constitution, and sooner^or later 
bring muhitodes of human beings to an untimely end ; and all, that 

Eridi in consequence of want beyond their n^ans to supply, may 
said to die of want 

Thus, to man, particularly in a forward state of civilization, a 
variety of products, some ot^ them in the class of what have been 
denominated immaterial products, are necessaries of existence; these 
are multiplied in a degree proportionate to the desire for them, 
respectively, because its intensity causes a proportionate elevation 

*Tbe Hotpice de Bicrtre^ near Paris, contains, on the avera^, live or six 
thwwmd poor. In the scarcity of the year 1795. the irovemors could not afibrd 
theni fcod, either so ^ood or so abundant as usual : and I am assured by the house- 
Steward of the establishment, that at that period almost all the inmates died. 

It wonld appear from the returns given in a tract entitled ** Ob$frtatwns on 
the COmdiiion of the Labouring CluMtf^ by J. Barton, that the average of 
deaiha, in aeyen distinct manufacturing districts of Entrland, has been profior'- 
CioDate to the deamess, or, in other words, to the scarcity of subsistence. I 
sabjoin an eztnct from his statements. 

Average price of Wheal 

Yean, per qr. Deaths. 

s. d. 

1^1 lis 3 55.9a5 

1804 60 1 44.7M 

IW 73 3 4^Am 

1910 106 2 W,S64 

From the same returns it appears, that the scarcity occasioned less mortality 
In the ainicultural districts. The reason is manire>t: the labourer is there niore 
eommonly paid in kind, and the liich sale-price of the pruduct enabled the 
fiumer to giwe a high purchase-price tor labour, {a) 

(«) The Utter reason is not very satisfactory ; fur the total receipts of the 
eorn-frowers are probably not larger in years ot* scarcity, than in those of 
■boBdanee. T. 
32 
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of their price : and it may be bid dovin as a laxim, that 

the populalion of a state is always proporlio sum of its 

production in every Itind.* This is a truth acknowledged by most 
writers on political economy, however various and discordant their 
opinions on most other points.-|- (1) 

It appears to me, however, that one very natural consequence, 
deducibic from this maxim, has escaped their observation; which is, 
that nothing can permanently increase population, except the encou- 
ragement and advance of production ; and thai nothing can occa- 
sion its permanent diminution, but such circumstances as attack 
production in iis sources. 

The Romans were forever making rt^lalions to repair the loss 
of population, occasioned by their state of perpetual external warfares 
Their censors preached up matrimony ; their laws offered premiums 

•Not birt that acctdental causes nmj Bometimes qnslifj tlieee general nilea. 
A country, where property is very unequally distributed, and wbere a kvr indi- 
Tiiluala consume pnxliice enotip^h for the maintenance d' numtier^, will doubtlea 
BulKilst Bi smaller populalion, than a country of equal production, where wealth 
is more equally difTuscd, The very opulent are notorioutily averse to the burthen 
of a family ; anil the very indigent are unable to rear one. 

■fVide Steaiart, On Political Economy, booki. c.4. Qutmay EncyclopidU. 
BTt. Grains. Montttquieu, Etpril dcs Lois, liv. 18. c. 10. and liv. 23. c. Id 
Buffon, ed. de Berjiard, torn. iv. p. 266. Fnrbonnirii, Principes el Obiena- 
tioTis, p. 39, 45. Hume, Eitaya, port 3. Ess, 2. (Euvrei de Poivrf, p. 145, 
146. Condillac, he Com.mt.TCf vl le Govveraemesl, part 1. chap. 24,^. Verr*. 
Reflexions xiir rEconomie PaUlique, c. 210. Miralieau, Ami del Hommet, torn, 
i. p. 41). Riiynal, Hisloire de f Elabtitiement, liv. 31. s. '^. Cbastellui, de la 
Filicili I'abliqiie, torn. ii. p, 205. AVrter, Adminiglration ir» Finonen it 
France, e, 9. and Noica sur FEloqe de Colbert. Condorcct, Notet tvrVoUttirt, 
ed. de Kepi. torn. xlv. p. 60. Smitli, Wealth of JVod'ons, book i. c. 8, II. Oar- 
nier, At>refie Etimenlaire, part I. c. 3. ami Preface de na Traduction de Swtilk. 
Canard, Principee <rEconomie PoUti/jtie, p. 133. Godwin, On Political Jut- 
lice, book viii. c 3. Claviere, De la France et de» Etat$ Vnii, ed. 2. pt 60, 
315. Brown-Duignan, Essay on the Principles of Sational Ectmowty, p, ST. 
Ixtnd. 1776. Beccaria, Elementi di Kcanomia Publico, par. prim, c 2, 3. 
Qorani, Rteherr.hes stir la Science du Gouvernemcnt, tom. ii. c. 7. Simtmdi, 
Noitv. Prin. d'Emn. Pol. liv. vii. c. 1. el seq. Vide also, more eBpecially, Hat 
thuB, Esxay on Population, o Work of cnnaiderable research ; the sonnd tnd 
powerful aro'umenta of which would put this matter beyond dispute, if it indeed 
had been doubted. 

(1) The simple laws of population, or thcu' [reneral principles, which a,re few 
and plain, are examined, discu^^scd, and establish erl with froC ability by Pro- 
fessor Senior, of Oxford, as well in the two lectures on Populalion we hiv» 
already referred to, as in his subsequent correspondence with Mr. Mallhus, to 
which these lectures gave rise, and which Mr. Senior has subjoined to Ihcm, in 
an appendix. Full justice is done, by Mr. Senior, to the originality and depth ' 
of Mr. Mnlthus's views on Population, as well aa to their great importance, at 
the lime he first gave them to the public ; tbc inaccuracy, nevertheless, in hin 
statement of the general proposition, namely, the tendency -' c-— ry people to 
increase in their numbers, more rapidly than In their wealti<- m i vrly pointed 
out, and the errors which flow from it sa -torily exhi "If a »in{rlo 

country," says Mr. Senior, "can be found in « :h tl ' less povertj 

than is universal in a savage state, it must be t , i i nrrcumstaocea 

in which that country has been placed, tlie meiiua lu , c I ve a greatei 

tendency to increase than the population." i n ExataiL. 



^ 
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and honours to plurality of children ; but these measures were fruit- 
less. There is no difficulty in getting children ; the difficulty lies in 
maintaining them. They shoukl have enlarged their internal pro- 
duction* instead of spreading devastation amongst their neighbours. 
All their boasted regulations did not preveAt the effectual depopula- 
tion of Italy and Greece, even long before the inroads of the bar- 
barous northern hordes.* 

The edict of Louis XVI. in favour of marriage, awarding pensions 
to those parents who should have ten, and larger ones to those who 
should have twelve chidren, was attended with no better success. 
The premiums that monarch held out in a thousand ways to indo- 
lence and uselcssncss, were much more adverse, than such poor 
encouragements could be conducive, to the increase of population. 

It is tr^ fashion to assert, that the discovery of the new world has 
tended to depopulate old Spain ; whereas her depopulation has re- 
sulted from the vicious institutions of her government, and the small 
amount of her internal product, in proportion to her territorial cxtent.t 
The most effectual encouragement to population is, the activity of 
industry, and the consequent multiplication of the national products. 
It abounds in all industrious districts, and, when a virgin soil happens 
Co co-operate with the exertions of a community, whence idleness is 
altogetner discarded, its rapid increase is truly astonishing. In the 
United States of America, population has been doubling in the course 
of twenty years. 

For the same reasons, although temporary calamities may sweep 
off multitudes, yet, if they leave untainted the source of reproduc- 
tion, they are sure to prove more afflicting to humanity, than fatal to 
population. It soon trenches again upon the limit, assigned by the 
aggregate of annual production. Messance has given some very 
curious calculations, whereby it appears, that after the ravages occa- 
sioned by the famous plague of Marseilles in 1720, marriages through- 
out Provence were more fruitful than before. The Abbe d'Expilly 
comes to the same conclusion. The same effect was observable in 
Prussia, after the plajjue of 1710. Although it had swept off a third 
of the population, the tables of Sussmilch J show the number of 
births, which, before the plague, amounted annually to about 20,000, 
to have advanced in the year following, 1711, to no less than 32,000, 
It might have been supposed, that the number of marriages, after so 
terrible a mortalitv, would have been at least considcrablv reduced; 
on the contrary, it actually doubled; a strong indication of the ten- 
dency of population to keep always on a level with the national 
resources. 

The loss of population is not the greatest calamity resulting from 

* Vide lAvii Iltit. lib. vL Plutarchi Moralia, xxx. De defoclu oraculorum 
8lraboni$, lib. viL 

t Uslariz has remarked, that the most populous provinces of Spain are thcaei 
finn which there has been the greatest cmij^nition to America. 

X Quoted by Malthus, in his EsMay on Popul. voL il 
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such temporary visitations ; the first and greatest is, the lisery they 
occasion to the human race. Great multitudes can not be swept from 
the land of the living by pestilence, famine or war, without the 
endurance of a vast deal jf suffering and agony, by numbers of sen- 
tient beings; besides the pain, distress, and misery of the survivors; 
the destitution of widows, orphans, brothers, sisters, and parents. It 
is a subject of additional regret, if among tlie rest, there happen to 
fall one or two of those superior and enlightened men, whose single 
taleols and virtues have more effect upon the happiness and wealth 
of nations, than the grovelling industry of a million of ordinary mortals. 

Moreover, a great loss of human beings, arrived at maturity, is 
certainly a loss of so much accjuired wealth or capital ; for every 
grown person is an accumulated capital, representing all the ad- 
vances expended during a course of many years, in training and 
making him what he is. A bantling a day old by no means replaces 
a man of twenty; and the well-known expression of the Prince de 
Cond^, on the victorious field of Senef, was efjuafly absurd and 
unfeeling.* 

The destructive scourges of the human species, therefore, if not 
injurious to population, are at least an outrage on humanity; od 
which account alone, their authors are highly criminal.f 

But though such temporary calamities are more afHicling to hu- 
manity than hurtful to the population of nations, far other is the 
effect of a vicious government, acting upon a bad system of political 
economy. This latter attacks the very principle of population, by 
drying up the sources of production; and since the numbers o'f 
mankind, as before seen, always approach nearly to the utmost 

*"Une nuit de Paris rrparcra tont cr/a." It reiiuireg the care and eipend*- 
ture rf twenty successive ycarH to replace the full-grown imin, that a cannon- 
ball has destroyed in a mninent. The deetruetion of [ho homan race hj war is br 
mare eitensiue than is commonly imagined. The ravage of a cultivated district, 
the plunder ofdwelling-liouses, the demolition of establish menta of induatry, the 
conaumplion of cajntul, &.c. Slc. deprire numlters of llie means of livelihood, and 
cnufc many more to perish, than are left on tlie lieM of battle. 

+ Upon this principle, no capital improvement of the medicinal or chinirjjicsl 
art, like that of vaccination lor instance, can permonentlj Influence national 
population ; jet its influence npon the lot of humanity mnv t>e very ennsideiabte ; 
for it may operate powerfully tn preserve beings already far advanced in age, in 
strenffth, and in knowledge; whom to replace, would coat fresh births and freah 
advances; in otticr words, abundance of sacriliceF, privations and snflerinin 
both to the pan^nts and the children. When population must be kept up by addi- 
tional births, there is always more of the suffering incident to the entrance and 
the exit of human existence; for they are both of more frequent oecorreDCCb 
Population may be kept up with half the number of births and deaths, if the 
average term of life bo advanced from forty to fitly years. There will, indeed, 
be a greater waste of the germs of existence: bat the condi"' n of — ankind must 
be mensured by tlie quantum of human suflering, when i inns ara not 

BDgceptible. The waste of them is so immense, in the onimui} i; se of nataro. 
that the small addition can be of no consequence. Were ible creation 

endowed with sensation, the beet thing that could h lo ould be, thai 

;he seeitn of all the veeotables, now rooted up ami i ; Id !» dccook- 

posed before tlie vegetable faculties were awakened. 
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limits the annual revenue of the nation will admit of, if the govern- 
ment reduce that revenue by the pressure of intolerable taxation, 
forcing the subject to sacrifice part of his capital, and consequently 
diminishing the aggregate means of subsistence and reproduction 
possessed by the community, such a government not only imposes 
a preventive check on further procreation, but may be fairly said 
to commit downright murder ; for nothing so effectually thins the 
eflective ranks of mankind, as privation ol the means of subsistence. 

The evil effects of monastic establishments upon population, have 
been severely and justly inveighed against ; but the mode, in which 
they operate, has been misunderstood; it is the idleness, not the 
cehbacy, of the monastic orders, that ought to be censured. They 
put their lands into cultivation, it is true, but where is the merit of 
that? Would the lands remain untilled, if the monastic system 
were abolished ? So far from that evil resulting from the abolition, 
wherever these establishments have been converted into manufac- 
tories, of which the French revolution has offered many examples, 
equal agricultural produce has continued to be raised, and the pro- 
duce of the manufacturing industry has been all clear gain; while 
the increased total product, thus created, has been followed by an 
increase of population also. 

Prom these premises, may likewise be drawn this further conclu- 
sion ; that the inhabitants of a country are not more scantily supplied 
with the necessaries of life, because their number is on the increase; 
nor more plentifully, because it is on the decline. Their relative 
condition depends on the relative quantity of products they have at 
their disposal ; and it is easy to conceive these products to be con- 
siderable, tliough the population be dense ; and scanty, though the 
population be thinly spread. Famine was of more frequent occur- 
rence in Europe during the middle ages, than it has l)ecn of late 
vears, ahhougn Europe is evidently more thickly peopled at present. 
^e product of England, during the reign of queen Elizabeth, was 
not nearly so abundant as it is now, although her population was 
then less by half; and the population of Spain, reduced to but eight 
millions, enjoys not nearly so much affluence, as when it amounted 
to twenty-four.* 

Some writersf have considered a dense population as an index of 
national prosperity ; and, doubtless, it is a certain sign of enlarged 
national production. But general prosperity implies the general dif- 
fusion and abundance of all the necessaries, and some of the super- 
fluities of life amongst all classes of the population. Some parts of 
India and of China are oppressed with population, and with misery 
also; but their condition would be nowise improved by thinning its 

* If population depends on the amount of product, the number of births n a 
▼ery imperfect criterion, by which to measure it; When industry and produce 
■re increasincr, births are multiplied di^iproport innately to the existinfr population, 
io as to swell the estimate; on the contrary, in tlio declining state of natioiui* 
wealth, the actual population exceeds the avera/re ratio to the births. 

t Wallace, Condorc^t, Godwin. 

32* 2X 
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numbers, at least if it were brought about by a iion of the 

aggregate product. Instead of reducing the numbers oi ihe popula* 
tion, it were far tnore desirable to augment the gross product; which 
may always be effected by superior individual activity, industry, 
and frugality, and the beAer administration, that is to saj-, the less 
frequent interference of public authority. 

But it will naturally be asked, if the population of a country re- 
gularly keeps pace with its means of subsistence, what will become 
of it in years of scarcity and famine? 

Hear what Stewart* says on the subject : " There is a very great 
deception as to the difference between crops; a good year for one 
soil is bad for another." " It is far from being true," he continues, 
" that the same number of people consume always the same quan- 
tity of food. In years of plenty, every one is well fed ; — food is not 
so frugally managed; a quantity of animals are fatted for use; — and 
people drink more largely, because at] is cheap. A year of scarcity 
comes; the people are ill fed; and when the lower classes come to 
divide with their children, the portions are brought to be very 
small ;" instead of saving, they consume their previous hoard j and 
after all, it is unhappily too true, tbat part of that class must sufler 
and jierish. 

This calamity is most common in countries overflowing with 
population, like Hindostan, or China, where there is little external 
or maritime commerce, and where the poorer classes have alwa\-B 
been strictly limited to the mere necessaries of life. There, the 
produce of ordinary years is barely sufficient to allow this miserable 
pittance; consequently, the slightest failure of the crop leaves mij- 
titudes wholly destitute of common necessaries, to rot and peri^ 
by wholesale. All accounts agree in representing that famines are, 
for this reason, very frequent and destructive in China and many 
parts of Hindostan. 

Commerce in general, and maritime commerce in particular 
facilitates the interchange of products, even with Ihe most remote 
countries, and thus renders it practicable to import articles of sub- 
sistence, in return for several other kinds of produce ; but too great a, 
dependence on this resource, leaves the nation at the mercy of every 
natural or political occurrence, which may happen to intercept or 
derange the intercourse with foreign countries. The intercourse 
must then be preserved at all evenls, no matter whether by force or 
fraud , competition must bo got rid of by every means, however 
unjustifiable ; a separate province, or weak ally, perhaps, is obliged 
to purchase the national products, under restrictions equally galling, 
as the exaction of actual tribute ; and a commercial monopoly en- 
forced, even at the hazard of a war; all which evils make the state 
of the nation extrcmeiy precarious indeed. 

The produce of England, in articles of human subsistence, had 
undoubtedly increased largely towards the end of the I8th century; 

* Sir James, of Coltnesa, book i. c. 17. 
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bal Its produce in articles of ap)>arol uiui hou^'hoKl funutun^ lm«i 
probably increased still more rapidly. The oonst\jiionoo has Uvn, 
that inimensity of production, which onabk^s hor to nuiUiply hor 
population beyond what the produce of her rsoiJ can snpiHM i.* aiitl 
to bear up under the pressure of public bArthens. to which thcix> iic 
DO parallel nor even approximation. Hut Knirlaiui has sutlen^l 
severely, whenever foreign markets have Uvn shut against her 
produce; and she has siMuetimes Ixvn obligt^l to n'sort to violent 
means to preserve her external intercourse. She wouKl act wisi»ly, 
perhaps, in discontinuing those encouragements, that im|vl tVesh 
capital into the channels of manufacture anti external commerce. 
and directing it rather towards that o( agricultural industry. It is 
'probable, that in that case, several districts, which havi^ not yet 
received the utmost cultivation of which they are susceplililc. par- 
ticularly many parts of Scotland and lrt*land. would raise agricul- 
tural produce enough to purchase most |)art, if not \\w whole, kA' the 
surplus product of her manufactures and Cf^mmeriM? U^yoiid her 
present consumption.t Great Britain would thei-eln* create for her- 
self a domestic consumption, which is always the surest and ihu 
most advantageous. Her neighbours, no longtT ollended hy tho 
necessarily jealous and exclusive nature of her |M)licv, would proba- 
bly lay aside their hostile feelings, and Ixicome willing iMistoiiH^rs. 
But, after all, if her manufactured should still Im: disproportioncrd to 
her agricultural produce, what is there to prevtMit her from adopting 
a system of judicious colonization, and thus (Toating for hersrjf l'n\sli 
markets for the produce of her domestic industry in nvv.ry part of 
the globe, whence she might derive, in return, a supply <»! food for 
her superfluous j)opulation l^ 

In Inis particular, the iK)sition of France ap|H:ars to Im; precisely 
opposite to that of Great Britain. It wouM seem, that her n;;i jfui- 
tural product is equal to the maintcnan(*e of a much larger manu- 
facturing and commercial [H^pulatirin. 'J'hc fare of the country pre- 

* In a pamphlet entitled, ConnitUrationi on liritinh Affrirnliurr^ t»iihlm}i(*fl in 
1814, by W.Jacob, a mcinbi^r of tho Royal Sorii:ty, nii'l a u-fll-irifiiriiKMl wrilrr 
opoD agricultural topics, we arc tolr], Tp. 'M,) that Kii(r]nnrl rt^nmni to \m nri ox- 
porter, and became an imporUsr, of wheat, aUnit thi* yf^ar H(H). 

t The writer last cited entire into lonir d«*tAiIri in nhow, thnt thf tuu] of thn 
British isles could be made to prrxluce at lcai*t a third iik/p; ihnri ihi-ir pr«*>i«>nt 
product, ibid. p. 115. et $eq. 

X By judicious colonization, I mean colon ixati^m forrrinrj on the prinriplfv of 
complete expatriatirm, of tielf-£n)vr;rnm*?nt without r.tmUtA rif the rrioth'-r^rotiritry, 
and of freedom of exU^rnal relntir)nH; Imt with the fiijoyiuf'nt t,\' protivtion only 
by the mother-cotrntry, while it hhrnild continue nfft^^-mry. Why nhould not 
political bodieii imitate in tliis partiriilnr the r"!fltion of ytau-ixl nrul rhild ' Whfii 
airiTPd at the a?e of mat'irity, the p^nwinal \xv\*'.\i''.ut\i:j\ru. r,f iUt\ chjM U \0i^U 
just and natural; the reUtum it entrrnrlen i", rnorr-^ivr, th(« ro'r«t ln«tiri£f nnd 
most Iwneficial to br/th parti'^ fjreat (mrt of Africa rni;fht U: pi^iph-d w»t)i 
European cjJonies forrw.-*] on the^e pnncipl'rw. The world ha^ yef Pirifo r-ri'mcrh. 
and the cultivated lanfl on the face tA the ^\t$\tt: \h far mffri'/r in *'XU'Ul (/• trii; 
fertile land remain in:; until l^^. The earl of S<;]kirk \mM Witu^u rnurh li:;'.r. mi 
natter, in hu tract on Ilmi^atum and ih^ Statt oftft^. IHi^hlntyU. 
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sents the picture of high and general cullivalion ; but I le villagee 
and country towns are, for the most part, surprisingly ..mail, poor, 
ill-built, ana ill-paved, the few shops scanlily supplied, and the public 
houses iiL'iiher neat nor comforlable. It is plain, the agricultural 
product must either be less than the appearance would indicate, or 
il must be consumed in a thriftless and unprofitable manner; proba- 
bly both these causes are in operation. 

In the first place, the production is far less than it might be; and 
that is cliieJly owing to three causes: — 1. The want of capital, parti- 
cularly in enclosures, livestock, and amelioration:* 2. The indolence 
of the cultivators, and the too general ncclcct of weeding, trimming 
the hedges, clearing the trees of moss, destroying insects, &c. Slc 
3. The neglect of a proper alternation of crops, and of the most 
approved tnethods of cultivation. 

In the second place, the consumption is unthrifty and unprofitable; 
for a great pari of it is mere waste, and yields no human gratifica- 
tion whatever. To speak of one article alone, that is, of firing, 
which is all object of great value in districts, where coal and wood 
ore scarce ; the waste of il is enormous in the huts of the peasantry, 
lighted as I y i b h door-way only, and admitting the 

rain dow ih h y i I he fire is burning. Unwholesome 
beverage f d d h d Ig nee oi' the alehouse, are like injuri- 
ous mode f mp 

In fine d II uld he more thickly spread, and 

would bes d p ppe nee of greater aflluence, were the 

generalitj f h h b active and industrious, and actu- 

ated by tl 1 d bl I nctured perhaps with some little 

vanity, ra 1 f p y object of real ulility, and exhib- 

iting in th dm nts the utmost order and neatness, 

than of h d 1 p the rent of a trifling patrimony, 

or the sc 11m setess public employ. The small 

proprietor h f r 400 dollars |ier annum, just suffi- 

cient to V g p m 1 d ble or triple it perhaps bv adding 

the reven d bl f pc nal industry; and even t^iose en- 
gaged in f I p d ot push them to the full extent of 
their acti yd 11 Moreover, the spirit of inquiry and 
improvem I p b bl 1 disheartened by the example of 
frc(|uenl ill 1 1 h h failure has commonly been occa 
sioncd by h f j d m perseverance, and frugality. 

National population is uniformly proportionate to the quantum 
of national production; but it may vary locally within the limits ot 
each slate, according to the favourable or unfavourable operation 
of local circumstances. A particular district will be rich, because 
Its soil is fertile, its inhabitants industrious, and possessed of capi- 

• The want of cupita! ptevents tlie emplojmpnt of machineir for expeditiiiK 
the operntiona, like the thniEhinjr machine in common use in Englniui. llu* 
makes a lar^rer supply of human agency requisite in apiculture; and the mora 
mouths tlicre are to be fed, the smaller will be the surplus produce, which alona 
Jm dii^posahle. 
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tal accumulated by their frugality ; in like manner as a family \rill 
•orpass its neigbtiours in wealth, because of its superior intelli- 
gence and activity. The boundaries and political constitutions of 
states a&ct population only, inasmuch as they affect the national 
production. The influence of religion and national habits upon 
population is precisely analogous. All travellers agree, that pro- 
testant are both richer and more populous than catholic countries ; 
and the reason is, because the habits of the former arc more con- 
ducive to production. 



Section U. 

Of the influence qf ihe Quality of a national product upon the local die* 

trilnUion of the Population, 

For the earth to be cultivated, it is necessary that population 
should be spread over its surface; for industry and commerce to 
flourish, it is desirable to collect together in those spots, where the 
arts may be exercised with the most advantage; that is to say, 
where there can be the greatest subdivision of labour. The d}rer 
naturally establishes himself near the clothier ; the druggist near 
the dyer; the agent, or owner, of a vessel employed in the transport 
of drugs will approximate in locality to tlie druggist; and so of 
other producers in general. 

At the same time, all such as live without labour on the interest 
of capital, or the rent of landed property, are attracted to the 
towns, where they find brought to a iocus, every luxury to feed 
their appetites, as well as a choice of society, and a variety of 
pleasure and amusement The charms of a town life attract foreign 
visiters, and all such as live by their labour, but are free to ex- 
ercise it wherever they like. Thus, towns become the abode of 
literary men and artizans, and likewise the scats of government, 
of courts of justice, and most other public establishments; and their 
population is enlarged by the addition of all the persons attached 
to such establishments, and all who are accidentally brought thither 
by business. 

Not but what there is always a number of country residents, 
that are employed in manufacturing industry, exclusive of such as 
make it their abode in preference. Ix>cal convenience, running 
water, the contiguity of a forest or a mine, will draw a good deal 
of machinery, and a number of labourers, in manufacture, out of 
the precincts of towns. There are, likewise, some kinds of work, 
which must be performed in the neighbourhood of the consumers ; 
that of the tailor, the shoemaker, or the farrier; but these ore 
trifling compared with the manufacturing industry of all kinds exe- 
cuted in towns. 

Writers on political economy have calculated, that a thriving 
country ta capable of supporting in its towns, a population equtu 
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to that of the country. Some examples 1 op lion, that it 

could support a still greater proportion, were in ry directed 
with greater skill and its agriculture conducted in more intelligence 
and less waste, even supposing its soil to be ot very moderate fer- 
tility.* Thus much at least is certain, that, when ihe towns raise a 
product for foreign consumption, they are then enabled to draw from 
abroad provisions in return, and may sustain a population much 
larger in proportion to that of the country. Of this we have instancea 
in the numerous petty slates, whose territory alone is barely suffi- 
cient to afford subsistence to one of tlie suburbs of their capital. 

Again, the cultivation of pasture land, requiring much less human 
labour than that of arable, it follows, that, in grazing countries, a 
greater proportion of the inhabitants can apply themselves to the 
arts of industry; which are therefore more attended to in pasture 
than in corn countries. Witness Flanders, Holland, and Normandy 
that was. (i) 

* There is good reason to believe, that the total population of England is more 
than Ihe double of that employed in her internal agriculture. From the retnms 
laid before parltnnient, 1611, it appears there were b Great BtitoiD, inclusive of 
Wales and Scotland, 895,908 familiea employed in agriculture; aiid that the 
total number of Tamilics amounted to 2,544,215, which would give but a third 
of the population to the purposes of agriculture. 

Accordmg to Arthur Young, the country population of Prance, within her old 
limits, was 20.521,538 

And that of the cities and towns 5,709,270 

Making a total of 26,230,808 

Supposing him to he correct, France, within her old boundary, could main- 
tain, on this principle, a population of 41 milliona, euppoaing her merelj to 
double her agricultural population; and of GO millions, suppoaing her itiduitty 
were equally active with ^at of Great Britain, (a) 

It is the general remark of travellers, that tlie traffic of the great roode of 
France is much less, than might lie expected, in a country poBsessing m many 
natural advantages. This may be attributed chiefly to the small number and 
size of her towns; for it is the communication Irom town to town that peoplta 
the great road ; that of the rural population being principally from one part of 
the village or ferm lo another. 

(a) Our author haa here fallen into a palpaple error. The ratio of the »gri- 
cultural, to the total population of Great Britain, iia^ not been varied as above 
stated, solely, or even chiefly by the multiplication of the commercial and mana- 
ficluring clfls.ses ; but by tlie transfer of the human labour spared in agriculture 
to the two other branches of industry. Af^iculture might occupy one third only 
of the populalion of France, and yet tlie total pupulation be decreased and not 
multiplied. T. 

(6) This position is too general. A pastoral nation, devoting the whole of it) 
territory to pasture, could spare a very small proportion of its oopulation fhr 
commerce and manufecture ; witness Tartary and the Paiii| jf uth America. 
Where a dense manuftc luring and commercial population inuKiis n Bdvantageooi 
U> Ihe land-holder to devote his land to posture, and ia gnera for the 

supply of corn, as in Holland, a small proportion of |u| may, indeed, 

be required for domestic, but a large proportion wih ue rcviuiim it the anima 
lion of foreign agriculture. T. 
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From the period of the irruption of the barbarians into the Roman 
empire, down to the 17th century, that is to say, to a date ahnost 
witiiin livir^ memory, the towns made but little figure in the larger 
states of Europe. That portion of the population, which was 
thought to live upon the cultivators of the land, was not then, as 
now, composed pnncipally of merchants and manufacturers, but con- 
sisted of a nobility, surrounded by numerous retainers, of churchmen 
and other idlers, the tenants of the chateau, the abbey, or the con- 
vent, with their several dependencies ; very few of them living within 
the towns. The products of manufacture and commerce were very 
limited indeed ; tne manufacturers were the poor cottagers, and the 
merchants mere pedlars ; a few rude implenicnts of husbandry, and 
some very clumsy utensils and articles of furniture, answered all 
the purposes of cultivation and ordinary life. The fairs, held three 
or four times in the year, furnished commodities of a superior 
quality, which we should now look upon with contempt ; and what 
rare household articles, stuffs, or jewels, of price, were from time 
to time imported from the commercial cities of Italy, or from the 
Greeks of Constantinople, were regarded as objects of uncommon 
luxury and magnificence, far too costly for any but the richest 
princes and nobles. 

In this state of things, the towns of course made but a poor figure. 
Whatever magnificence they may possess in our time is of very 
modem date. In all the towns of France together, it would be 
impossible to point out a single handsome range of buildings, or fine 
street, of two hundred years' antiouity. There is nothing of an- 
terior date, with the exception of a few Gothic churches, but clumsy 
tenements huddled together in dirty and crooked streets, utterly 
impassable to tlic swarm of carriages, cattle, and foot-passengers, 
that indicates the present population and opulence. 

No country can yield the utmost agricultural produce it is equa* 
to, until every part of its surface be studded with towns and cities. 
Few manufactures could arrive at perfection, without the conve- 
niences they afford ; and, without manufactures, what is there to give 
in exchange for agricultural products 1 A district whose agricultural 
products can find no market, feeds not half tlie number of inhabit- 
ants it is capable of supporting ; and the condition, even of those 
it does 8up]X)rt, is rude enough, and destitute both of comfort and 
refinement; they are in the lowest sta^e of civilization. But, if an 
industrious colony comes to establish itself in the district, and gra- 
dually forms a town, whose inhabitants increase till they equal the 
numbers of the original cuhivators, the town will find subsistence 
on the agricultural product of the district, and the cultivators be 
enriched oy the product of the industry of the town. 

Moreover, towns offer indirect channels for the export of the 
agricultural values of the district to a distant market The raw 
products of agriculture are not easy of transport, bccau.se the 
expense soon swallows up the total price of the commodity trans- 
ported. Manufactured produce has greatly the advantage in this 
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respect; for industry will fretiuently attach very co irable value 
to a substance of iillle bulk and weighl. By the nn af maDufac 

ture, the raw products of national agriculture are converted infj 
manufactured goods of much more condensed value, which will 
defray the charge of a more distant transport, and bring a return 
of produce adapted to the wants of the exporting country. 

There are many of the provinces of France, that are miserable 
enough at present, yet want nothing but towns to bring them into 
high cultivation. Their situation would, indeed, be hopeless, were 
we to adopt the system of that class -of economists, which recom- 
mends the purchase of manufactures from foreign countries, with 
the raw produce of domestic agricuhure. (1) 

However, if towns owe their origin and increase to the concen 
traiion of a variety of manufactures, great and small, manufactures, 
again, are to be set in activity by nothing but productive capital; and 
productive capital is only to be accumulated by frugality of con- 
sumption. Wherefore, it is not enough to trace the plan of a town, 
and give it a tiamc; before it can have real existence, it must be gra- 
dually supplied with industrious hands, mechanical skill, implements 
of trade, raw materials and ihenecessary subsistence of those engaged 

(1) [Tlie slow progreaa of agriculture in these provinces of France is not 
Hitributable to the want of towns in the midst of them ; towns and cities are a 
consequence, not iJie cauae of tlie ^neral prosperity of a country. Not' would 
the adoption of a dilferent policy from that which recommends the purcbase of 
manufactureH from foreign countries with the raw proiiuoe of domestic agrieu]- 
lure, improve the eiluation of these districts. A system of policy which ^Muld 
attempt by restraints or encouragements, to divert a portion of the capilid and 
industry employed in a^rrlculture or commerce from tlioee channels towards the 
erection of a town, or the estatilishineot of a manufactory, with a view to ptf>. 
mote the better cultivation of the soil, would he subversive of this end. 

To what causes then must the misery, said by our author to prevail in tbam 
provinces, be ascribed, or what has retarded their agricultural improvemeotl 
The prosperity of agriculture, as well as that of every ottier branch of industrr, 
depends upon the unrestrained operation of individual interest; not only fimiat 
ing motives to exertion, hut knowledge to direct that exertion. Ail that if 
necessary to enable a state to reach the highest pitch of opulence, is not to dis- 
turb the action of this important principle. The obstacles, it will accordingly 
be found, which have opposed the progress of improvement in the connlnea 
nlluded to, may be traced to the interference by the public authorities with tha 
salutary operation of this powerful motive of action, or, in other words, to their 
bad laws and political institutions. Sometimes imposing reatrainta on the cnlti- 
I'ator, and exposing him to numberless oppressions, either by prescribing tha 
mode in which the soil shall be cultivated, or the products it shall yield. And, 
when not thus directly interfering with the business of production, prohibiting 
the exportation of the raw produce of the soil, and thereby depriving it of the 
best murket. At other times harassing the I jsbandman with taxation, the 
shumeful inequalities of which, whilal they relieve the higher orders, pennit 
the burden to fell, almost exclusively, on his shoulders, oi ' ' ' " " ' -• 
freedom of trade from province to province within his ow 
all, b^ perpetuating the inheritance of landed property 
femilies, without the power of alienation. These are a i 
barbarous laws which have retarded the aericulture, 
proviocea of France only, but of many of 




CkM. XL ON DISTRIBUTION. 385 

in indostry, until the completion and sale of their products. Other- 
wbe» inst^ of founding a city, a mere scaffolding is run up, which 
mutt soon fall to the ground, because it rests upon no solid founda- 
tion. This was the case with regard to Ecatherinoslaw, in the 
Crimea; and was, indeed, foreseen oy the emperor Joseph II., who 
andsted at the ceremony of its foundation, and laid the second stone 
in due form: ^The empress of Russia and myself," said he to his 
soite, ** have completed a great work in a single day : she has laid 
the first stone of a city, and I have laid the finishing one.** 

Nor will capital alone suffice to set in motion the mass of industry 
and the productive energy necessary to the formation and aggran 
dizement of a city, unless it present also the advantages of locality 
and of beneficent public institutions. The local position of Washing- 
ton, it should seem, is adverse to its progress in size and opulence: 
for it has b^n outstripped by most of the other cities of the Union ;(I) 
whereas. Palmyra, in ancient times, grew both wealthy and popu- 
fous, though in the midst of a sandy desert, solely because it had 
become the entrepot of commerce between Europe and eastern Asia. 
The same advantage gave importance and splendour to Alexandria, 
and, at a still more remote period, to Egyptian Thebes. The mere 
win of a despot could never have made it a city of a hundred gates, 
and of the magnitude and populousness recorded by Herodotus. Its 
erandeur must have been owing to its vicinity to the Red Sea and 
Sie channel of the Nile, and to its central position between India and 
Europe, (a) 

If a city cannot be raised, neither does it seem, that its further 
aggrandizement can be arrested by the mere fiat of the monarch. 
Paris continued to increase, in defiance of abundance of regulations 
issued by the government of tlie day to limit its extension. The 
only eflSsctual barrier is that opposed by natural causes, which it 
would be very difficult to define with precision, for it consists rather 
of an aggregate of little inconveniences, than of any grand or posi- 

(a) There is some stretch of imagination in this. Probably the Egyptian 
Tbebes was itself the centre of manufacture and commerce in its day, and not 
its entrepot ; indeed, there is no reason to suppose a very active intercourse be- 
tween India and Europe to have existed at so early a period ; and, if it had, 
Thebes would hardly have been the entrepot. But central India furnishes itself 
instances of cities containing as large a population. Nineveh and Babylon 
nem to have been quite as populous ; each was probably the central point of an 
enarmoaa domestic industry. T. 

(1) TThe local position of Washington, perhaps, is not as advantageous as 
that of some of the other cities of the Union; it certainly, however, has not been 
adverse to its progress in population and wealth. In the year 1800, when 
Washington became the scat of the general government, its whole population 
amoonted to 3,210; according to the censun, it contained in 1810, 8,206 inhabit- 
ants, in 1820, 13,247 inhabitants, and in 1830, 1>^,828 inhabitants. In the year 
1820 the whole number of buildings wns 2,2(H of which 025 were of brick. 
By the assessment valuation of the year 16;^), the whole number of buildings 
was 3,125. It cannot, therefore, be said to have been outstrippol by most of 
the other cities in the progress of improvement] Am beicah Eoitob. 

33 2 Y 
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tive obstruction. In overgrown cities, the municipal administration 
is never well attended to; a vast deal of valuable time is lost in going 
iVom one quarter to anoiher: the crossing and jostling is immense in 
ihe central parls: and the narrow streets and passages, having been 
calculated for a much smaller population, are unequal lo (he vast 
increase of horses, carriages, passengers, and traffic of all sorts. 
This evil is felt most seriously at Paris, and accidents are growing 
more frequent every day ; yet new streets are now building on the 
snme defective plan, with a certain prospect of a like inconvenience 
in a very few years hence. 



BOOK III. 



OF THE CONSUMPTION OF WEALTH. 
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CHAPTER L 

THE DIFFERENT KINDS OF CONSUMPTION. 



In the cours^ of my work, I have frequently been obliged to an- 
ticipate the explanation of terms and notions which in the natural 
order should have been postponed to a later period of the investiga- 
tioD. Thus I was obliged in the first book to explain the sense, in 
which I used the term, consumption^ because production cannot be 
eflfected without consumption. 

My reader will have seen from the explanation there given, that, 
in like manner as by production is meant the creation, not of sub- 
itance, but of utility, so by consumption is meant the destruction of 
utility, and not of substance, or matter. When once the utility of a 
thing is destroyed, there is an end of the source and basis of its 
value; — an extinction of that, which made it an object of desire and 
of demand. It thenceforward ceases to possess \'aluc, and is no 
longer an item of wealth. 

Thus, the terms, to consume, to destroy the uiilily, to annihilate 
the value of any thing, arc as strictly synonymous as the opposite 
terms to produce, to communicate utility, to create value, and convey 
to the mind precisely the same idea. Consumption, then, being the 
destruction of value, is commensurate, not with the bulk, the weight, 
or the number of the products consumed, but with their value. Large 
consumption is the destruction of large value, whatever form that 
value may happen to have assumed. 

Every product is liable to be consumed ; because the value, which 
can be added to, can likewise be subtracted from, any object If if 
has been added by human exertion or industry, it may be subtracted 
by human use, or a variety of accidents. But it cannot be more 
than once consumed ; value once destroyed cannot be destroyed a 
lecond time. Consumption is sometimes rapid, sometimes gradual 
A house, a ship, an implement of iron, are equally consumaoie as a 
loaf, a joint of meat, or a coaL Consumption again may be but 
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partial. A horse, an arlide of furniture, or a house when re-sold 
by tlie possessor, lias been but partially consumed ; there is siill a 
residue of value, for which an equivalent is received in exchange 
on the re-sale. Sometimes consumption is involuntary, and either 
accidental, aa when a house is burnt, or a vessel shipwrecked, or 
contrary to the consumer's intention-, as when a cargo ia thrown 
overboard, or stores set on fire to prevent their falling into enenueB' 
hand?. 

Value may be consumed, either long after its production, or at 
the very moment, and in the very act of production, as in the case 
of the pleasure afforded by a concert, or theatrical exhibition. Time 
and labour may be consumed; for labour, applicable to an useful 

Eurpose, is an object of value, and when once consumed, can never 
e consumed again. 

Whatever cannot possibly lose its value is not liable to consump- 
tion. A landed estate cannot be consumed ; but its annual productive 
agency may; for when once that agency has been eierted, it cannot 
be exerted again. The improvements of an eslale may be consumed, 
although Iheir value may possibly exceed that of the estate itself j 
for these improvements are the effect of human exertion and indus- 
try ; but the land itself is inconsumable* 

So likewise it is with any industrious facuhy. One may consume 
a labourer's day's work, but not his faculty of working; which, 
however, is liable to destruction by the death of the person pos- 
sessing it. 

All products are consumed sooner or later ; indeed they are pro- 
duced solely for the purjiose of consumption, and, whenever the con- 
sumption of a product is delayed after it has reached the point of 
absolute maturity, it is value inert and neutralized for the time. For 
as all value may be employed re-productivety, and made to yield a 
profit to the possessor, liie withholding a product from consumptioii 
IB a loss of the possible profit, in other words, of the interest ha 
value would have yielded, if usefully employed.f 

* Some niBleriiLls arc capable of Tece'iriait and dLEchargini^ the BBme bind of 
Tttlue fimny limra (ivor; us linen, which will unilerfro repeate'l washing. Th« 
cleanliness given it by the lanndreBS, is a value wholly consumed oo each occ*- 
sior, a]Dag with a port of tliat of the linen itself 

t The values not consumed sooner or kter in n iiBeful way are of little in»- 
nient; such are pmvisioiis Epoiled by keepinfr, products kat accidenlallr, and 
tliose whose use has become obsolete, or which hav-e never been used at all, 
livimg to the ^Inrc of tlie demand for them, wherein value originates. Valnea 
Dtiriecl, or conceitlcd, are commonly withdrawn but (bra time from consBrnptioci ; 
when found, it is always the interest of the linder to turn them to account, 
Hhich he cannot do without submitting them to consumption. In this cue, 
the only loss is that of the profit derivable from tliem during the period of tbsir 
diyoppeamnce, and mnj be reckoned eqaivalenl to the interest lor that time. 

The same obaervation applies to the minute sa»in^ succe^ivelj laid by 
until the moment of investment, the Bfrgregate of which is, doubtless, con«d^ 
table. The low, reflultinfi; from this inertness of capital, may be partially reme- 
died by moderating the duties on transfer, by e.tlending to the utmost the facility 
of circulation, and hy the eaUitilitbmeDt of banks of deposite, in which eapito 
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Baty products being universally destined for consumption, and that 
loo io the quickest way, how, it may be asked, can there be ever an 
accumulation of capital, that is to say, of values produced ? 

I answer — that value may be accumulated, without being neces- 
aurily vested all the while in the same identical product, provided 
only it be perpetuated in some product or other. Now, values em- 
ployed as capital are perpetuated by reproduction^ the various 
products of which capital consists, are consumed like all other pro- 
ducts: bat their value is no sooner destroyed by consumption, than 
h re-appears in another, or a similar substance. A manufactory can 
Dot be kept up, without a consumption of victuab and clothes for 
Cbe workmen, as well as of the raw material of manufacture ; but, 
while value in those forms is undergoing consumption, new value is 
communicated to the object of manufacture. Ihe items that com- 
posed the capital so expended, are consumed and gone; but the 
capital, the accumulated value, still exists and re-appears under a 
new form, applicable to a second course of consumption. Whereas, 
if consumed unproductively, it never re-appcars at all. 

The annual consumption of an individual, is, the aggregate of all 
the values consumed by that individual witliin the year. The 
annual consumption of a nation is, tire aggregate of values consumed 
within the year by all the individuals ancl communities, whereof the 
nation consists. 

In the estimate of individual or national consumption, must be 
included every kind of consumption, whatever be its motive or con- 
sequence, whether productive of new value or not; in like manner, 
as the estimate of the annual production of a nation comprises the 
total value of its products raised within the year. Thus, a soap 
manufactory is said to consume such or such a quantity or value of 
alkali in a year, although this value be rc-produced from the manu- 
factory in the shape of soap; on the other hand, it is said to produce 
annually such and such a quantity or value of soap, although the 
production may have cost the destruction of a great variety of 
values, which, if deducted, would vastly reduce the apparent pro- 
duct Bv annual production, or consumption, national or individual, 
is therefore meant, the gross and not the net amount* 

Whence it naturally fxjilows, that all the commodities, which a na- 
tion imports, must be reckoned as a part of its annual product, and all 
its exports as part of its annual consumption. The trade of France 
consumes the total value of the silk it exports to the United States; 
and produces, on the other hand, the total value of cotton received 
in return. And, in like manner, the manufacture of France con- 



ntT be safely vetted, and whence it may readily be withdrawn. In times of 
politieal confusion, and under an arbitrary (government, many will prefer to keep 
their capital inactive, concealed, and unproductive, either of profit or gmtific4ition, 
rather Uian run the risk of its display. Thia latter evil is never felt under ■ 
good government 

* For the distinctkm between the grou and the net product, vide mjn d. Book 
IL chap. 5. 
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aumes llic value of alkali employed by the soap-boiler, and produces 
the value of soap derived from ihe concern. 

The total annual consumption of a nation, or an individual, is a very 
diflerent thing from the aggregate of capital. A capiial may ba 
wholly or partially consumed several times a year. When a shoe- 
maker buys leather, and cuts and works it up into shoes, there is 
so much capital consumed and reproduced. £very time he repeats 
the operation, there is so much more capital consumed. Suppose 
Uie leather purchased to amount to 40 dollars, and the operation 
to be repeated 12 times in the year, there will have been an annual 
consumption of 480 dollars upon a capital of 40 dollars. On the 
other hand, tliere may be portions of his capital, implements of 
trade, for instance, which it may take several years to consume. Of 
this part of his capital he may consume annually but 1-4 or 1-10 
perhaps. 

In each country the wants of the consumer determine the quality 
of the product The product most wanted is most in demand; aiw 
that which is most in demand yields the largest profit to industry, 
capital, and land, which are therefore employed in raising this 

E articular product in preference ; and, vice versi, when a product 
scomes less in demand, there is a less profit to be got by its produc- 
tion ; it is, liierefore, no longer produced. All the stock on hand 
falls in price ; the low price encourages the consumption, which soon 
absorbs the stock on hand. 

The total national consumption may be divided into the heads of 
public consumption, and private consumption; the former is effected 
by the public, or in its service; the latter by individuals or families; 
Either class may be productive or unproductive. 

In every community each member is a consumer; for no one can 
subsist, without Ihe satisfaction of some necessary wants, however 
confined and limited; on the other hand, all, who do not live on 
mere charily, or gratuitous bounty, contribute somehow to produc- 
tion, by their industry, their capital, or their land; wherefore, the 
consumers may be said lo be themselves the producers ; and the 
great bulk of consumption takes place amongst the middling and 
poorer classes, whose numbers more than counterbalance the sidbII- 
ness of the share allotted to cach.» 

* II is probable, thnt, in all countries, anywise advanced in industry, the reve- 
nues of industry exceed tbose or capital anil Innd united, and, coneequenllr, that , 
the consumption of those deriving- income solely from industry, and wholly da- 
pendent for subsistence upon their perKonal ^acultie^ exceeds that of Doth capi- 
taliBts and landlords together. It is not uncommon to meet with a maiiuractory, 
that, witli a capital, say of I'iM.OUO dollars, will pay daily in wages to its people, 
6'J dollars, which, with the deduction of Sundays and holiday?, makes 18,000 
dollnrH per annum; if to this he added, 4000 dollars more for the net profits of 
personal superintendence and management, it will gii-e a total of 32.000 dollan 
per annum, for the revenue of industry alone. The same capilnl, vested in land 
at lu 20 years' purchase would yield a revenue of 6000 dollars only. 

Tne cultivation by mr.tnyfTg, the very lowest description of lamiera, giTBi la 
them, and their subordinate labourers' industry, a revenue equal to that of the 
land jointly with the cauital, which a advanced by the proprietor. 
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Opulenty civilised* and industrious nations, are greater consumers 
than poor ones, because they are infinitely greater producers. They 
annually, and in some cases, several times in the course of the yeai, 
re-consume their productive capital, which is thus continually reno- 
vated ; and consume unproductively, the greater part of their reve- 
niiesy whether derived from industry, from capital, or from land. 

It is not uncommon to find authors proposmg, as the model for 
imitation, those nations whose wants are few; whereas, it is far 
preferable ta have numerous wants, along with the power to gratify 
thenL This is the way at once to multiply the. human species, and 
to ffive to each a more enlarged existence. 

Stewart* extols the Lacedaemonian policy, which consisted in 
practisii^ the art of self-denial in the extreme, witliout aiming at 
progressive advancement in the art of production. But herein the 
Spartans were rivalled by the rudest tribes of savages, which are 
commonly neither numerous nor amply provided. Upon this prin- 
ciple, it would be the very acme of perfection to produce nothing 
and to have no wants ; that is to say, to annihilate human existence. 



CHAPtbRIL 

OF THE EFFECT OF CONSUMPTION IN GENERAL 

The immediate effect of consumption of every kind is, the loss of 
value, consequently, of wealth, to the owner of the article consumed. 
This is the invariable and inevitable consequence, and should never 
be lost sight of in reasoning on this matter. A product consumed 
is a value lost to all the world and to all eternity ; but the further 
consequence, that may follow, will depend upon the circumstances 
and nature of the consumption. 

If the consumption be unproductive, there usually results the 
gratification of some want, but no reproduction of value whatever ; 
if productive, there results the satisfaction of no want, but a creation 
of new value, equal, inferior, or superior in amount to that consumed, 
and profitable or unprofitable to the adventurer accordingly.! 

^Book U. chap. 14. 

t This may be illastrated by the burning of fuel in a grate or furnace. The 
fiiel bamt, serves either to give warmth, or to cook victuala, boil dyeing ingre- 
dients, and the like, and thereby to increase their value. There is no utility in 
the mere gratuitous act of burning, except inasmuch as it tends to satisfy some 
human want, that of warmth for instance ; in which case, the consumption is 
unproductive ; or inasmuch as it confers upon a substance submitted to Jts action, 
a value, that may replace the value of the fuel consumed ; in which case the 
eoosamptiofi is productive. 

If the fiiel, burnt for the sake of warmth, produce either no warmth at all, or 
rerj little ; or that burnt to give value to a substance, give it no vahie, or a less 
value than the value consumed in fuel, the coosumptioa will be ill-judged and 
an|invidonti 
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Thus, consumption may be regarded as an act of barter, wherein 
the owner of the value consumed gives up that value on the ooe 
hand, and receives in return, either the satisfaction of a persona) 
want, or a fresh value, equivalent to (he value consumed. 

It may be proper here to remark, that consumption, productive of 
nothing beyond a present gratiti cation, requires no skill or talent in 
tlie consumer. Il requires neither labour nor ingenuity to eat a 
good dinner, or dress in fine clothes.* On the contrary, productive 
consumption, besides yielding no immediate or present gratllicatioiii 
requires an exertion of conibined labour and skill, or, of vhat faaa 
all along been denominated, industry. 

When the owner of a product ready for consumption hxs himself 
no industrious faculty, and wishes, but knows not how to consume 
it productively, he lends it to some one more industrious than him- 
self, who commences by destroving it, but in such a way, as to 
reproduce another, and thereby enable himself to make a full resti- 
tution to the lender, after retaining the profit of his own skill and 
labour. The value returned consists of different objects from that 
lent, it is true; indeed, the condition of a loan is in substance this; 
lo replace the value lent, of whiilever amount, say 2000 dollars, at a 
tisne specified, by other value, equivalent to the same amount of silver 
coin of the like weight and quality at the time of repayment. An 
object, lent on condition of sjiecific restitution, cannot be available 
for reproduction ; because, by the terms of the loan, it is not to be 
consumed. 

Sometimes a producer is the consumer of his own product; as 
when the farmer cals his own poultry or vegetables ; or the clothier 
wears his own cloth. But, the objects of human consumption being 
far more varied and numerous, than the objects of each person's pro- 
duction respectively, most operations of consumption are preceded 
by a process of barter. He first turns into money, or receives in 
Inat shape, the v.ilnes composing his individual revenue; and then 
changes again that money for the articles he purposes to consume. 
Wherefore, in common parlance, to spend and lo consume have 
become nearly synonymous. Yet, by tiie mere act of buying, the 
value expended is not lost: for the article purchased has likewise a 
value, which may be parted with again for what it cost, if it has not 
been bought over-dcar. The loss of value does not happen till the 
actual consumplinn, after which the value is destroyed; it then 
ceases to exisi, and is not the object of a second consumption. For 
this reason il is, that in domestic life, the bad management of the 
wife soon runs through a moHerate fortune ; for she in general regu- 
lates (he daily consumption of the family, which is the chief source 
of expense, and one that is always recurring. 

'Them ia iinciueslionnhly n rort of talent requisite in the ezpenditura of a 
hrge innime witli crrslit In llie projirietor, to us to gratiry pereonal Uate, with- 
out awakening the sell^love of others ; to oblige without the sense of bumilii- 
tion; to labour for rhe public {rood, without alarming' individuBl interests. But 
this hind of talent is relcrablc rather to the head of practical, whilst its inflaenea 
upon the rest of mankind laJls witliia the province of theoretical, tnonlitf. 
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This will serve to expose the error of the notion, that where there 
is no loss of monev» there can be no loss of wealth. It is the com- 
monest thing in the world to hear it roundly asserted, that the 
Tttoofey spent is not lost, but remains in the country ; and, therefore, 
that tiie country ca^ot be impoverished by its internal expenditure. 
It 18 true, the value of the money remains as before ; but tne object, 
or the hundred objects, perhaps, that have been successively bought 
with the same money, have been consumed, and their value de-, 
itroved. 

Wherefore, it is superfluous, I had almost said ridiculous, to con- 
fine at home the national money, for the purpose of preserving 
national wealth. Money by no means prevents the consumption of 
▼alue, and the consequent cuminution of wealth ; on the contrary, it 
fiicttitates the arrival of consumable objects at their ultimate destina- 
tion; which is a most beneficial act, when the end is well chosen, 
and the result satisfactory. Nor would it be correct even to main- 
tain, that the export of specie is at all events a loss, although its 
presence in the country may be no hindrance to consumption or to 
the diminution of wealth. For unless it be made without any view 
to a return, which is rarely the case, it is in fact the same thing as 
productive consumption ; being merely a sacrifice of one value, for 
the purpose of obtaining another. Where no return whatever is in 
view, tnere indeed is so much loss of national capital ; but the loss 
would be quite as great, were goods, and not money, so exported. 



CHAPTER ra. 

or THB EFFECT OF PRODUCTIVE CONSUMPTION. 

Thk nature of productive consumption has been explained above, 
in Book I. The value absorbed by it is what has been called Capi- 
tal The trader, manufacturer, and cultivator, purchase the raw 
material * and productive agency, which they consume in the prepa- 
ration of new products ; and the immediate effect is precisely the 
same as that of unproductive consumption, namely, to create a 
demand for the objects of their consumption, which operates upon 
their price, and upon their production ; and to cause a destruction 
of value. But the ultimate effect is different ; there is no satisfac- 
tion of a human want, and no resulting gratification, except that 
accruing to the adventurer from the possession of the fresh product 

*The rtw materials of manufacture and commerce are, the products bought 
with a view to the communication to them of further value. Calicoes are raw 
materia] to Uie calico-printer, and printed calicoes to the dealer who buys them 
ftr re-sale or export In commerce, everj act of purchase it an act of 
iption; and every act of re-sale, an act of production. 

2 Z 
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Ihe value which replaces that of the products consumed, and com- 
monly affords liim a profit into the bargain. 

To this |X)sition, that productive consumption does not imme- 
diately satisiy any human want, a cursory observer may possibly 
object, that tne wages of labour, thougli a productive outlay, go to 
satisfy the wants of the labourer, in food, raiment, and amusemeoL 
perhaps. But, in this operation, there is a double consumption ; 1. 
Of the capital consumed productively in ihe purchase of productive 
agency, wherefrom results no human gratification : 2. Of the daily or 
weekly revenue of the labourer, i. e. of his productive agency, the 
recompense for which is consumed unproductively hy himself and. 
his family, in like manner as the rent of the manufactory, which 
forms the revenue of the landlord, is by him consumed unproduc- 
tively. And this does not imply tlic consumption of the same value 
twice over, first productively, and afterwards unproductively; for 
the values consumed arc two distinct values resting on bases alto- 
getJier different. The first, the productive agency ofihe labourer, is 
the effect of his muscular power and skill, which is itself a positive 
product, bearing value like any other. The second is a portion of 
capital, given by the adventurer in exchange for that productive 
agency. After the act of exchange is once completed, the consump 
tion of the value given on either side is contemporaneous, but with a 
different object in view ; the one being intended to create a new pro- 
duct, the other to satisfy the wants of tiie productive agent and hia 
family. Thus, the object, expended and consumed by the adven- 
turer, is the equivalent he receives for his capital ; and that, consumed 
unproductively by the labourer, is the equivalent for his revenue. 
The interchange of these two values by no means makes them one 
and the same. 

So likewise, tlie intellectual industry of superintendence is repro- 
ductivcly consumed in the concern; and the profits, accruing to the 
adventurer as its recompense, are consumed unproductively by him- 
self and his family. 

In short, this double consumption is precisely analogous to that 
of the raw material used in the concern. The clothier presents 
himself to the wool-dealer, with 1000 crowns in his hana; tliere 
are, at this moment, two values in existence, on the one side, that 
of the 1000 crowns, which is the result of previous production, and 
now forms a part of the capital of the clothier ; on the other, the 
wool constituting a part of the annual product of a grazing farm. 
These products are interchanged, and each is separately consumed; 
the capital converted into woo!, in a way to produce cloth ; the pro- 
duct of the farm, converted into crown-pieces, in the satisfactioa of 
the wants of the farmer, or his landlord. 

Since every thing consumed is so much lost, the gain of repro- 
ductive consumption is equal, whether proceeding from reduced con- 
sumption, or from enlarged production. In China, they make a great 
saving, in the consumption of seed-corn, by following the drilling 
m lieu of the broad-cast, method. The effect of this saving is pre 



CkAr.nL ON CONSUMPTION. 805 

cisdy the same, as if the land were, in China, proportionately more 
productive than in Europe.* 

In manufacture, when the raw material used is of no value what- 
ever, it is not to be reckoned as forming any part of the requisite 
consumption of the concern ; thus, the stone used by the lime-burner, 
and the sand employed by the glass-blower, are no part of their 
respective consumption, whenever they have cost them nothing. 

A saving of productive agency, whether of industry, of land, or 
of capital, is equally real and effectual, as a saving of raw material; 
and it is practicable in two ways ; either by making the same pro- 
ductive means yield more agency ; or by obtaining the same result 
from a smaller quantity of productive means. 

Such savings generally operate in a very short time to the bene- 
fit of the community at large ; they reduce the charges of produc- 
tion ; and in proportion as the. economical process becomes better 
understood, and more generally practised, tne competition of pro- 
ducers brings the price of the product gradually to a level with the 
charges of production. But lor this very reason, all, who do not 
learn to economise like their neighbours, must necessarily lose, while 
others are gaining. Manufacturers have been ruined by hundreds, 
because they would go to work in a grand style with too costly and 
complex an apparatus, provided of course at an excessive expense 
of capital 

Fortunately, in the great majority of cases, self-interest is most 
sensibly and immediately affected by a loss of this kind ; and in the 
concerns of business, like pain in the human frame, gives timely 
warning of injuries, that require care and reparation. If the rash 
or ignorant adventurer in production were not the first to suffer the 
punishment of his own errors or misconduct, we should find it far 
more common than it is to dash into improvident speculation ; which 
is quite as fatal to public prosperity, as profusion and extravagance. 
A merchant, that spends 10,000 dollars in the acquisition of 0000 
dollars, stands, in resp)ect to his private concerns and to the general 
wealth of the community, upon exactly the same footing, as a man 
of fashion, who spends 4000 dollars in horses, mistresses, gluttony, 
or ostentation ; except, perhaps, that the latter has more pleasure 
and personal gratification for his money.f 

* One of the suite of Lord Macartney estimated the saving of crain in China, 
b? this method alone, to be equal to the supply of the whole population of Great 
Britain. 

t There is almost insuperable difficulty in estimating with precision the con- 
sumption and production of value ; and individuals have no oilier means of 
knowing, whether their fortune be increased or diminished, except by keeping 
regular accounts of their receipt and expenditure ; indeed, all prudent persons 
are careful to do so, and it is a duty imposed by law in tlie case of traders. An 
•dventorer could otherwise scarcely know whether his concern were ^inful or 
losing, and might be involving himself and his creditors in ruin. Besides keep- 
ing regular accounts, a prudent manager will make previous estimates of tlio 
vune that will be absorbed in the concern, and of its probable proceeds; the use 
of which, like that of a plan or design in building, is to give an approzimatioi^ 
thougb it can affixd do certainty. 
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What has been said on this subject in Book I, of this work, makes 
it needless lo enlarge licro on the head of productive consumption. 
I shall, therefore, henceforward direct my reader's attention to 
the subject of unproductive consumption, its motives, and conse- 
quences; premising, that in wliai I am about to say, the word am- 
sumption, used alone, will import unproductive consumption, as it 
dues in common conversation. 




CHAPTER IV. 

OF THE EFFECT OF UNPRODUCTIVE CONSUMPTION IN GENERAU 

Having just considered the nature and effect of consumption in 
general, as well as the general efl'ect of productive consumption in 
particular, it remains only to consider, in this and the following 
chapters, such consumption as is eflected with no other end or object 
in view, than the mere satisfaction of a want, or tlie enjoyment of 
some pleasurable sensation. 

Whoever has thoroughly comprehended the nature of consump 
tion and production, as displayed in the preceding pages, will have 
arrived at the conviction, tliat no consumption of the class denomi- 
nated unproductive, has any ulterior efl'ect, beyond the satisfaction 
of a want by the destruction of existing value. It is a mere ex- 
change of a portion of existing wealtli on the one side, for human 
gratification on the other, and nothing more. Beyond this, what 
can bo expected ? — reproduction T how can the same identical utility 
be aflbrded a second timc^ Wine can not be both drunk and dis- 
Wlcd into brandy loo. Neither can the object consumed serve to 
establish a fresh demand, and thus indirectly to stimulate future pro- 
ductive exertion; fur it has already been explained that the only 
effectual demand is created by the possession of wherewithal to 

turchaae, — of something lo give in exchange ; and what can that 
c, except a product, which, hefore the act of exchange and con- 
sumption, must have been an item, cither of revenue or of capital? 
The existence and intensity of the demand must invariably depend 
upon the amount of revenue and of capital: the bare existence of 
revenue and of capital is all that is necessary for the stimulus of 
jiroduction, which nothing else can stimulate. The choice of one 
object of consumption necessarily precludes that of another; what 
is consumed in the shape of silks cannot be consumed in the shape 
of linens or woollens; nor can what has once been devoted to 
pleasure or amusement, be made productive also of more positive oi 
substantial uTJliTy 

Wherefore the sole object of inquiry, with regard to unpro 
ductive consumption, is. the degree of gratification resulting from the 
act of consumption itself: and this inquiry will, in the remainder of 
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chapter, be pursued in respect of unproductive consumption in 
general, after which we shall give in the tbilowing chapters, a sepa- 
rate consideration to that of individuals, and that of the public, or 
community at large. The sole point is, to weigh the loss, occasioned 
to the consumer by his consumption, against the satisfaction it 
affords him. The degree of correctness, with which the balance of 
loss and gain is struck, will determine whetlier the consumption be 
judicious or otherwise ; which is a point that next to the actual pro- 
duction of wealth, has the most powerful influence upon the well or 
ili-beinjg of families and of nations. 

In this point of view, the most judicious kinds of consumption 
•eem to be : — 

1. Such as conduce to the satisfaction of positive wants; by which 
term I mean those, upon the satisfaction of which depends ttie exist- 
ence, the health, and the contentment of the generality of mankind ; 
being the very reverse of such as are generated by refined sensuafi- 
ty, pride, and caprice. Thus, the national consumption will, on the 
whole, be judicious, if it absorb the articles rather of convenience 
than of display : the more linen and the less lace ; tlie more plain and 
wholesome dishes, and the fewer dainties ; the more warm clothing, 
and the less embroidery, the better. In a nation whose consump- 
tion is so directed, the public establishments will be remarkable rather 
for utility than splendour, its hospitals will be less magnificent than 
ffalutary and extensive ; its roads well furnished with inns, rather 
than unnecessarily wide and spacious, and its towns well paved, 
though with few palaces to attract the gaze of strangers. 

The luxury of ostentation affords a much less substantial and solid 
gratification, than the luxury of comfort, if I may be allowed the 
expression. Besides, the latter is less costly, that is to say, involves 
the necessity of a smaller consumption; whereas the former is 
insatiable ; it spreads from one to another, frpm the mere proneness 
to imitation ; and the extent to which it may reach, is as absolutely 
unlimited, (a) " Pride," says Franklin, " is a beggar quite as clam- 
orous as want, but infinitely more insatiable." 

Taking society in the aggregate, it will be found that, one with 
another, the gratification of* real wants is more important to the 
community, than the gratification of artificial ones. The wants of 
the rich man occasion the production and consumption of an exqui- 
site perfume, perhaps those of the poor man, the production and 
consumption of a good warm winter cloak ; supposing the value to 

(a) It ifl strange, that so acute a writer should not have perceived, that the 
mischief of pure individual vanity can never be very fbrmidable, beoiuse the 
pleasure it aflbrds loses in intensity, in proportion to its diffusion. Indeed, as 
iar as individual consumption is concerned, attacks upon luxury are mere idle 
declamations; for the productive energies of mankind will alwavs be directed 
towards an object, with a force and in a degree porportionate to the intensity of 
the want for it. It is the extravagance of public luxury alone that can ever be 
formidable; this, as well as public consumption of every kind, it is always the 
interest of the community at large to contract, and that of public functionaries U) 
expand, to the utmost T. 
34 
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be equal, llie diminution of the general wealth is the same in both 
cases i but ihe resulting gratification will, in the one case, be trifling, 
transient, aud scarcely jjerceptible ; in the other, solid, ample, and of 
long duration,* 

2. Such as are tlie most gradual, and absorb products of the best 
quality. A nation or an indiddua!, will do wisely to direct con- 
sumption chiefly to those articles, that are the longest time in wear- 
ing out, and Ihe most frequently in use. Good houses and furniture 
are, therefore, objects of judicious jjrcfcrence ; for there are few pro- 
ducts that take longer time to consume than a house, or that are of 
more frequent utihty ; in fact, the best part of one's life is passed in 
It. Frequent changes of fashion are unwise ; for fashion takes upon 
itself to throw things away long before lliey have lost their utility, 
and sometimes before they have lost even the freshness of novelty, 
thus multiplying consumption exceedingly, and rejecting as good for 
nothing what is perhaps stiil useful, convenient, or even elegant. So 
that a rapid succession of fashions impoverishes a state, as well by 
the consumption it occasions, as by that which it arrests. 

There is an advantage in consuming articles of superior quality, 
although somewhat dearer, and for this reason : in every kind of 
manufacture, there are some charges that are always the same, 
whether the product be of good or bad quality. Coarse linen will 
have cost, in weaving, packing, storing, retailing, and carriage, 
before it comes to iho ultimate consumer, quite as much trouble and 
labour, as linen of the finest quality, therefore in purchasing an infe- 
rior quality, the only saving is the cost of the raw material : the 
labour and trouble must always be paid in full, and at the same rale; 
yet the product of that labour and trouble are much quicker con- 
sumed, when the linen is of inferior, tlian when it is of superior 

This reasoning is applicable indiflerenlly to every class of pro- 
duct; for in every one there are some kinds of productive agency, 
that are paid equally without reference lo quality ; and that agency 
is more profitably bestowed in the raising of products of good than 
of bad quality; therefore, it is generally more advantageous for a 
nation to consume the former. But this can not be done, unless the 
nation can discern between good and bad, and have acquired taste 
for the former; wherein again appears the necessity of knowledgef 
to Ihe furtherance of national prosperity; and unless, besides, the 
bulk of the population be so far removed alwve penury, as not lo 
be obliged to buy whatever is the cheapest in the first instance, al 
though it be in the long-run the dearest lo the consumer. 

It is evident, that the interference of public authority in regu- 

•The Icniiinj at interest what niiglit have been spont in frivolity is of thn 
Inttcr cla^a; fur interest can not be psid, unless the loan be productively em- 
ployed ; ID whicli case it will go in part to tiie maintenance of tlie l^xturiD^ 
clii."ses. 

j By knowleilire, I would bIwsvb be underslood to mem, acquaintance with 
Iho true stale of thinga, ra generally with truth in eyery bnnch. 
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the details of the manufacture, supposing it to succeed in 
nffking the manufacturer produce goods of the best quality, which 
is very problematical, must be quite ineffectual in promoting their 
consumption ; for it can give the consumer, neither the taste of what 
is of the better quality, nor the ability to purchase. The difficulty 
lies, not in finding a producer, but In finding a consumer. It will be 
no hard matter to supply good and elegant commodities, if there be 
consumers both willing and able to purchase them. But such a 
demand can exist only in nations enjoying comparative affluence ; it 
is aflluence, that both furnishes the means of buying articles of good 
quality, and gives a taste for them. Now the intertercnce of author- 
ity is not the road to aflJuencc, which results from activity of pro- 
duction, seconded by the spirit of frugality ; — from habits oi industry 
pervading every channel of occupation, and of frugality tending to 
accumulation of capital. In a country, where these qualities are 
prevalent, and in no other, can individuals be at all nice or fasti- 
dious in what they consume. On the contrary, profusion and em- 
barrassment are inseparable companions ; there is no choice when 
necessity drives. 

The pleasures of the table, of play, of pyrotechnic exhibitions, 
and the like, are to be reckoned amongst those of shortest duration. 
I have seen villages, tliat, although in want of good water, yet do 
not hesitate to spend in a wake or festival, that lasts but one day, as 
much money as would suffice to construct a conduit for the supplv 
of that necessary of life, and a fountain or public cistern on the vil- 
]am green; the inhabitants preferring to get once drunk in honour 
OI the squire or saint, and to go day after day with the greatest in- 
convenience, and bring muddy water from half a league distance. 
The filth and discomfort prevalent in rustic habitations are attributa- 
ble, partly to poverty, and partly to injudicious consumption. 

In most countries, if a part of what is squandered in frivolous 
and hazardous amusements, whether in town or country, were spent 
in the embellishment and convenience of the habitations, in suitable 
clothing, in neat and useful furniture, or in the instruction of the 
population, the whole community would soon assume an appearance 
of improvement, civilization, and affluence, infinitely more attractive 
to strangers, as well as more gratifying to the people themselves. 

3. The collective consumption of numbers. There arc some kinds 
of agency, that need not be multiplied in proportion to the increased 
consumption. One cook can dress dinner for ten as easily as for 
one ; the same grate will roast a dozen joints as well as one ; and 
this is the reason, why there is so much economy in the mess-table 
of a college, a monasterv, a regiment, or a large manufactory, in 
the su|H)ly of great numbers from a common kettle or kitchen, and 
ID the dispensaries of cheap soups. 

4. Ana lastly, on grounds entii*ely different, those kinds of con 
sumption are judicious, which are consistent with moral rectitude ; 
and, on the contrary, those, which infringe its laws, generally end 
in public, as well as private calamity. But it would be too wide a 



400 ON CONSUMPTION, Book EL 

digressloa from my subject to attempt the illustrBtion of this poa- 

II is observable, that great inequality of private fortune is hostile 
to those kinds of consumplion, that must be regarded as most judi- 
cious, in proportion as that inequality is more marked, the artifi- 
cial wants of the population are more numerous, the real ones more 
scantily supplied, and the rapid consumption more common and de- 
structive. The patrician spendthrifts and imperial gluttons of an- 
cient Rome thought they never could squander enough. Besides, 
immoral kinds of consumplion are infinitely more general, where the 
extremes of wealth and poverty are found blended together. In 
such a state of society, there are few, who can indulge in the re- 
finement of luxury, but a vast number, who look on their enjoy- 
ments with envy, and are ever impatient to imitate them. To get 
into the privileged class la the grand object, be the means ever so 
questionable; and those who are little scrupulous in the acquire- 
ment, are seldom more so in the employment of wealth, (o) 

The government has, in all countries, a vast influence, in deter- 
mining the character of the national consumption; not only because 
it absolutely directs the consumption of the stale itself, but because a 
great proportion of the consumption of individuals is gained by its 
will and example. If the government indulge a taste lor splendour 
and ostentation, splendour and ostentation will be the order of the 
day, with the whole host of imitators; and even those of better 
judgment and discretion must, in some measure, yield to the tor 
rent. For, how seldom are ihey independent of that consideratiob 
and good opinion, which, under such circumstances, are to be 
earned, not by personal c[uoiities, but by a course of extravagance 
ihey can not approve 1 

First and foremost in the list of injudicious kinds of consumption 
stand those which yield disgust and displeasure, in lieu of the grati- 
fication anticipated. Under this class may be ranged, excess and 
intemperance in private individuals; and, in the state, wars under- 
taken with the motive of pure vengeance, like that of Louis XIV. 
in revenge for the attacks of a Dutch newspaper, or with that of 
empty glory, which leads commonly to disgrace and odium. Yet 
such wars are even less to be deplored for the waste of national 
wealth and resources, than for the irremediable loss of personal 
virtue and talent sacriliccd in the struggle; a loss which involves 

(n] In a. wholexome Riatc of Eociety, when public InstilulinnB arc not ne«i)lew- 
\y niultiplicjil, and all lend to the common purpose of public ^ood, thin very im- 
patiencu njid anxiety la conducive to the welfiire, and not to the injury, of to- 
ciety. Indeod, grent Lienuality of fortune seeina to Im a necewsry accompuii- 
mcnl to aoch\ wealth and great national productive power. It m Ihe prospect 
of gTCBl prizes only, that can atimulate to the extreme of intellaclual and cor- 
poreal industry ; and there is no instance nn record of a nation far advanced in 
induBtrv, in which great inequality of fortune has not existed. One l>iahopric of 
Durham will tempt more clerical adventurers, than five hundred moderate heae- 
ficea; and the example of d eing-Ie Arkwrig-ht or Peel will alimutate manuftc- 
lurin^ science and activity muro tlian a wtiule Muioheater of moderate cotbMI 
Mpinning ci "" "" 
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fiumlies in distress enough, ^vhen exacted by the public good, and 
by the pressure of inexorable necessity ; but must be doubly shock- 
ing ana afflicting, when it originates in the caprice, the wicKcdness, 
Ihe folly, or the ungovernable passions of national rulers. 



CHAPTER V. 

OP INDIVIDUAL CONSUMPTION-ITS MOTIVES AND ITS EFFECTS. 

The consumption of individuals, as contrasted with that of tlic 
public or community at large, is such as is made with the object of 
satisfying the wants of families and individuals. These wants 
chiefly consist in those of food, raiment, lodging, and amusement. 
They are supplied with the necessary articles of consumption in 
each department, out of the respective revenue of each family or 
individual, whether derived from personal industry,^ from capital, or 
from land. The wealth of a family advances, declines, or remains 
stationary, according as its consumption equals, exceeds, or falls 
short of its revenue. The aggregate of the consumption of all the 
individuals, added to that of the government for public purposes, 
forms the grand total of national consumption. 

A family, or indeed a community, or nation, may certainly con- 
sume the whole of its revenue, without being thereby impoverished ; 
but it by no means follows, that it either must, or would act wisely, 
in so doing. Common prudence would counsel to provide against 
casualties. Who can say with certainty, that his income will not 
fell off, or that his fortune is exempt from the injustice, the fraud, or 
the violence of mankind t Lands may be confiscated ; ships may be 
wrecked ; litigation may involve him in its ex[)enses and uncertain- 
ties. The richest merchant is liable to be ruined by one unlucky 
speculation, or by the failure of others. Were he to spend his 
whole income, his capital might, and in all probability would, be 
continually on the decline. 

But, supposing il to remain stationary, should one be content with 
keeping it so? A fortune, however large, will seem little enough, 
when It comes to be divided amongst a number of children. And, 
even if there be no occasion to divide it, what harm is there in en- 
larging it ; so it be done by honourable means ? what else is it, but 
the desire of each indiviclual to better his situation, that suggents 
the frugality that accumulates capital, and thereby assists the pro- 
cress of industry, and leads to national opulence and civilisation T 
Ilad not previous generations been actuated by this stimulus, the 
present one would now bo in the savage state ; and it is impossible 
to say, how much farther it may yet be possible to carry civilization. 
It has never been proved to my satisfaction, that nine-tenths of the 
84* dA 
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population must inevitably remain in that degree of misery and 
semi-burbai'isni, which they are found in at present in most coim- 
tries of Europe. 

The obtfcrvaiice of tlic rules of private economy keeps the con- 
sumption of a family within reasonable bounds; that is to say, the 
bounds prescribed in each instance by a jadicious comparison of the 
value sacrificed in consumption, with the satisfaction it affords. 
None but the Individual himseif, can fairly and correctly estimate 
the loss and gain, resulting to himself or family from each particu- 
lar act of consumption ; lor the balance wiil depend upon the for- 
tune, the rank, and the wants of himself and family ; and, in some 
degree, perhaps, upon personal taste and feelings. To restrain con- 
sumption within loo narrow limits, would involve the privation of 
gratification that fortune has placed within reach ; and, on the other 
hand, a loo profuse consumption might trench upon resources, that 
it might be but common prudence to husband,* 

Individual consumption has constant reference to the character 
and passions of the consumer. It is influenced alternately by the 
noblest and the vilest propensities of our nature; at one time it is 
stimulated by sensuality; at another by vanity, by generosity, by 
revenge, or even by covetousncss. It is checked by prudence or 
foresight, by groundless apprehension, by distrust, or by selfishnoGS. 
As these various qualities liappen in turn to predominate, they direct 
mankind in the use they make of their wealth. In this, as in every 
other action of life, the line of true wisdom is the most diiRcult to 
observe. Human infirmity Is perpetually deviating to the one side 
or the other, and scldojn slecrs altogether clear of excess.f 

In respect to consumption, prodigality and avarice are the two 
faults to be avoided : both of them neutralize the benefits that wealth 
is calculated to confer on its possessor; prodigality by eshausting, 
avarice by not using, the means of enjoyment. Prodigality is, 
indeed, the more amiable of the two, because it is allied to many 
amiable and social qualities. It is regarded with more indulgence, 
because it imparts its pleasures to olliers; yet it is of the two the 
more mischievous to society ; for it squanders and makes away witJi 
the capital that should bo the support of industry ; it destroys indus- 

* On this ground aumptuaiy lawa are EUperfluaus and unjust. The indul^nce 
proscribed ia either within the ineatiB of tlic individual or not ; in tbo rormer 
cu^e, it ia nn act of oppression to prohibit a gratiticatioa involving no injury to 
others, c([iinlly iinjiiati liable as prohibition in any other particular ; in the Utter, 
it ia at all eventfl nugatory to do so ; for tbere 19 no occasfon for leml interfer- 
ence, where pecuniary circumstances alone are an etft'ctual bar. Ever]' im^- 
larity of this kind works iia own puniabment. It has been said, that it is the 
duty of tlic government to check those habits, which have a tendency to lead 

iieiiplc into ex pcn.°e8 exceed inir their means; but it will be found, ifiit nioh 
labita can only be introduced by Ihe example and encouragement of the public 
Hutlioritiea tlientHelves. In all other circumsLinces, neither cuntom Dor fashion 
will ever lead tlic diife^rcnt classes of society into any expenses, but what are 
suitable to their reapective iiieanH. 

\ Tiic weaker sex is, from the very circumstance of inferiority in atrengtb of 
mind, ccposcil to greutcr cxces:^ both of avarice and prodigality. 
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try, the grand agent of production, by the destruction of the other 
agent, capital, if, by expense and consumption, are meant those 
kinds only which minister to our pleasures and luxuries, it is a great 
mistake to say that money is good for nothing but to be spent, and 
that products are only raised to be consumed. Money may be em- 
pk>yed io the work of re-production ; when so employed, it must be 
productive of great benefit ; and, every time that a hxed capital is 

auandered, a corresponding quantity of industry must be extinguish- 
i, in some quarter or other. The spendthrift, in running through 
his fortune, is at the same time exhausting, pro tantoj the source of 
thejprofits upon industry. 

The miser, who, in the dread of losing his money, hesitates to turn 
it to account, does, indeed, nothing to promote ttie progress of indus- 
try ; but at least be can not be said to reduce the means of produc- 
tion. His hoard is scraped together by tlte abridgment of his per- 
sonal gratifications, not at the expense of the public, according to 
the vulgar notion ; it has been withdrawn from no productive occu- 
pation, and will at any rate re-appear at his death, and be available 
for the purpose of extending the operations of industry, if it be not 
squandered by his heirs, or so effectually concealed, as to evade all 
search or recovery. 

It is absurd in spendthrifts to boast of their prodigality, which is 
quite as unworthy the nobleness of our nature, as the sordid mean- 
ness of the opposite character. There is no merit in consuming all 
one can lay hands upon, and desisting only when one can get no 
more to consume; every animal can do as much; nay, there are 
some animals that set a better example of provident management 
It is more becoming the character of a being gifted with reason and 
foresight, never to consume, in any instance, without some reasona- 
ble object in view. At least, this is the course that economy would 
prescribe. 

In short, economy is nothing more than the direction of human 
consumption witli judgment and discretion, — the knowledge of our 
means, and the best mode of employing them. There is no fixed 
rule of economy ; it must be guided by a reference to the fortune, 
condition, and wants of the consumer. An expense, that may be 
authorized by the strictest economy in a person of moderate fortune, 
would, perhaps, be pitiful in a rich man, and absolute extravagance 
in a poor one. In a state of sickness, a man must allow himself in- 
dulgences, that he would not think of in healtii. An act of benefi- 
cence, that trenches on the personal enjoyments of the benefactor, 
is deserving of the highest praise ; but it would be highly blamable, 
if done at the expense of his children's subsistence. 

Economy is enually distant from avarice and profusion. Avarice 
hoards, not for tne purpose of consuming or re-producing, but for 
the mere sake of hoarding ; it is a kind of instinct, or mechanical 
impulse, much to the discredit of those in whom it is detected; 
whereas, true economy is the offspring of prudence and sound rea- 
son, and does not sacrifice necessaries to sufferfluities, like the misei. 
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when lie denies himself presenl comforis, in Hk view of luxury, ever 
prospeclivQ and never to he enjoyed. The most sumptuous enter 
taiuDicut may be conducted with ccoFHtmy, without diminishing, but 
I'Btlier addiiis to its splendour, which tlie slrgliletjt appearance of 
avarice would tarnish and deface. The economical man balances 
bis means against his present or future wants, and lliose of his family 
and friends, not forgetting the calls of humanity. The miser regards 
neither family nor frienda; scarcdy attends to his own personal 
wants, and is an uller sirangcr to tl»osc of mankind at large. Econ- 
omy never consumes without an obgect ; avarice never willingly 
consumes at all; the one is a sober and rationaf study, the only one 
that supplies the means of fiiliilling our duties, and being at the same 
time just and generous; thd other, a vile propensity to sacrifice 
every thing to tne sordid consideration of self. 

Economy hiis not unreasonably been ranked among the Tirlues of 
mankind; for, like the other virtues, it implies sdf-command and 
Koiitrol; and is productive of the happiest conscrjuences ; the good 
education of children, physical and moral ; the careful attendance 
of old age ; the calmness of mind, so necessary to the good conduct 
of middle life ; and that imlependence of circumstances which alone 
can secure against mercenary motives, are all referable to this 
quality. Williout it there can be no liberality, none at least of a 
permanent and whoksome kind ; for, when it di^encratcs into prodi- 
gality, it is an indiscriminate largess, alike to deserving and unde- 
serving; stinting those who have claims in favour of those who have 
none. It is common to see the spendthrift reduced to beg a favour 
from people that he has loaded with his bounty ; for what he gives 
now, one expects a return will some day be called for ; whereas, 
the gifts of the economical man are purely gratuitous ; for he never 
gives except from his superfluities. The latter is rich with a mode- 
rate fortune ; but the miser and the prodigal are poor, though in 
possession of the largest resources. 

Economy is inconsistent with disorder, which stumbles blindfold 
over weaitli, sometimes missing what it most desires, although close 
within its reach, and sometimes seizing and devouring what it is 
most interested in preserving ; ever impelled by the occurrences of 
the moment, which it either can not foresee, or can not emancipate 
itself from ; and always unconscious of its own position, and utterly 
incapable of choosing the proper course for the future. A house- 
hold, conducted without order, is preyed upon by all the world; 
neither the fidelity of the servants, nor even the parsimony of the 
master, can, save it from ultimate ruin. For it is exposed to the 
perpetual recurrence of a variety of little outgoings, on every OCCK- 
sion, however trivial.* 

* I remember being once in the country a witness of the numberless minute 
losses that neglectful housekeeping entails. For want of a trumpery latch, the 
(jale of the poullry-jard was forever open: llicrc being no means of cloaing' it 
prteroallj, it was on the awing ever; time a. person went out; ud many of th« 
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Among the motives that operate to determine the consumption 
of individuals, the most prominent is luxury, that frequent theme 
of declamation, which, however, I should probably not ha\'e dwelt 
upon, could I expect that e\'«ry body would take the trouble of ap- 
pljriiig the principles I have been labouring to establish; and were 
It not always useful to substitute reason for declamation. 

Luxury has been defined to be, the use of superfluities.* For my 
own part, I am at a loss to draw the line between superfluities and 
necessaries; the shades of difllerence are as indistinct and completely 
blended as the colours of the rainbow. 

Taste, education, temperament, bodily health, make the degrees 
of utility and necessity infinitely variable, and render it impossible 
to employ in an absolute sense, terms, which always of necessity 
convey an idea of relation and comparison. 

The line of demarcation between necessaries and superfluities shifts 
with the fluctuating condition of society. Strictly speaking, man- 
kind might exist upon roots and herbs, with a sheepskin for ck)thing, 
and a wigwam for lodging ; yet, in the present state of European 
society, we cannot look upon bread or butcher's meat, woollen- 
clothes or houses of masonry, as luxuries. For the same reason, 
the line varies also according to the varying circumstances of indi- 
vidual fortune ; what is a necessary in a large town, or in a particu- 
lar line of life, may, in another line of life, or in the country, be a 
mere superfluity. Wherefore, it is impossible exactly to define the 
boundary, between the one and the other. Smith has fixed it a little 
in advance of Stewart; including in tlie rank of necessaries, besides 
natural wants, such as the established rules of decency and propriety 
have made necessary in the lower classes of society. But Smitn 
M'as wrong in attempting to fix at all what must, in the nature of 
things, be ever varying. 

Luxury may be said, in a general way, to be, the use or consump- 

fxxiltry were lost in consequence. One day a fkie youni^ porker made his es- 
cape into the woods, and the whole family, gfardcner, cook, milk-maid, &c., pre- 
Benlly turned out in quest of the fu/^itivc. The gardener was the first to dis- 
cover the object of pursuit, and in leaping a ditch to cut off his further escape, 
poi a Fprain that confined him to his bed for the next fortnight: the cook found 
the linen burnt that she had left hung np before the fire to dry; and the milk- 
maid, having forgotten in her haste to tic up the cattle properly in the cow-house, 
one of the kwse cows had broken the leg of a colt that happened to be kept in 
the same shed. The linen burnt and tlie gardener's work lost, were worth full 
twenty crowns; and Uic colt about as much more: so that liere was a loss in a 
few minutes of forty crowns, purely for want of a latch that might have cost a 
few sous at the utma^t; and Uiis in a household where the strictest economy was 
necessary, to say nothing of the suffering of the poor man, or the anxiety and 
other troublesome incidents. The misfortune was to be sure not very serious, 
nor the k>«s %'ery heavy ; yet when it is considered, that similar neglect was the 
occasion of repeated disasters of tlie same kind, and ultimately of the ruin of ■ 
worthy fiunily, it was deserving of some little attention. 

* Stewart, Essay on Pol, Econ. book ii. c. 20. The same writer has in an 
other passage observed, that every thing not absolutely necessary to bare exii:* 
eoce is a superfluity. 
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tion of dear articles ; for the term dear is one of relation, and there- 
lore may be properly enough applied in the definition of another 
term, wliose sense is likewise relative. Luxury* with us in France 
conveys the idea rather of osleniation than of sensuahty; applied to 
dress, it denotes rather the sujierior beauty and impression upon the 
beholder, than superior convenience and comfort to the wearer; ap- 
plied lo the table, it means ralher the splendour of a sumptuous ban- 
quet, than the exquisite farce of the solitary epicure. The grand aim 
of luxury in this sense is to oUract admiration by the rarity, the cost- 
liness, and the magnificence of the objects displayed, recommended 
probably neither by utility, not convenience, nor pleasurable quali- 
ties, but merely by their dazzling exterior and effect upon the opinions 
of mankind at larga Luxury conveys the idea of ostentation ; but 
ostentation has itself a far more extensive meaning, and compreliends 
every quality assumed for the purpose of display, A man may be 
ostentatiously virtuous, but is never luxuriously so; for luxury im- 
plies expense. Thus, luxury of wit or genius is a melaphorical 
expression, implying a profuse display or expenditure, if it may be 
so called, of those qualities of the intellect, which it is the character- 
istic of good taste to deal-out with a sparing hand. 

Although, with us in France, what we term luxury is chiefly 
directed to ostentatious indulgence, the excess and refinement of sen- 
suality are efjually unjuslifiable, and of precisely similar effect: that 
is lo say, of a frivolous and inconsiderable enjoyment or satisfaction, 
obtained by a lai"ge consumption, calculated to satisfy more urgent 
and extensive wants. But I should not stigmatise as luxury that 
degree of variety or abundance, which a prudent and well-informed 
person in a civilised community would like to see upon his table 
upon domestic and common occasions, or aim at in his dress and 
abode, when under no compulsion td keep up an appearance, I should 
call this degree of indulgence judicnus and suitable to his condition, 
but not an mstance of luxury. i 

Having thus defined the term luicftr)-, we may go on to investigate 
its eflbct upon the well-ordering or>^'onomy of nations. 

Under the head of unproductive consumption is comprised the 
salisfaciion of many actual-Jind urg^t .wants, which is a purpose of 
sufficient consequence to outweigh 'toe mischief, that must ensue 
from Ihc destruction of values. But what is there to compeosaie 
that mischief, where such consumption has not for its object the satis- 
faction of such wants? where money is spent for the mere sake of 
spending, and the value destroyed without any object beyond its 
destruction T 

It is supposed to be beneficial, at all events, to the producers of 
the articles consumed. But il is to be considered, that the same 
expenditure must take place, though not, perhaps, ujHin objects quite 

* The English term luxury has a much more sensual meaning than tho Frencli 
liixr, nnd Heema tn comprise bolli luxe and luxure, the tuxus, or luxuria, aiid 
laxurUs oT tht Lslin writers. 
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to frivolous ; for the motiey withheld from luxurious indulgences 
is not absolutely thrown into the sea ; it is sure to be spent either 
upon more judicious gratifications or upon reproduction. In one 
way or odier, all the revenue, not absolutely sunk or buried, is con- 
sumed by the receiver of it, or by sonne one in his stead; and in all 
cases whatever, the encouragement held out by consumption to the 
producer is co-extensive with the total amount of revenue to be ex- 
pended. Whence it follows : 

L That the encouragement which ostentatious extravagance 
aflfords to one class of production is necessarily withdrawn from 
another. 

2L That the encouragement resulting from this kind of consump- 
tion cannot increase, except in the event of an increase in the reve- 
nue of the consumers : which revenue, as we can not but know by 
this time, is not to be increased by luxurious, but solely by repro- 
ductive consumption. 

How great, tnen, must be the mistake of those, who, on observing 
the obvious fact, that the production always equals the consumption, 
as it must necessarily do, since a thing can not be consunricd before 
it is produced, have confounded the cause with the effect, and laid it 
down as a maxim, that consumption originates production; there- 
fore that frugalitjr is directly adverse to public prosperity, and tha^ 
the most useful citizen is thie one who spends the most ' 

The partisans of the two opposite systems above adverted to, the 
economists, and the advocates of exclusive commerce, or the balance 
of trade, have made this maxim a fundamental article of their creed. 
The merchants and manufacturers, who seldom look beyond the 
actual sale of their products, or inquire into the causes which may 
operate to extend tneir sale, have warmly supported a position, ap- 
parently so consistent with their interests ; the poets, who are ever 
apt to be seduced by appearances, and do not consider themselves 
bound to be wiser than politicians and men of business, have been 
loud in the praise of luxury;* and the rich have not been backward 

^Though it 18 not every subject that allows equal scope to poetical genius, it 
does not seem, that error affords a finer field than truth. The lines of Voltaire 
on the qrsteni of the world, and on the discoveries of Newton regard infif the 
properties of light, are strictly conformable to the niies of science, and nowise 
viierior in beauty to those of Lucretius on the fanciful dogmas of Uic Epicurean 
echooL But if Voltaire had been better acquainted with the principles of poli- 
tical ecoDoiBy, he would never have given utterance to such sentiments as the 
Ibllowiiig : 

Sachet surUnU que le luxe enrichit 

tin grand itat^ $^il en perd un petit, 

Cette splendeur^ cette pompe mondaine^ 

D*un regne kettreux e$t la marque certain. 

Le rieke est ne pour beaucoup depenser .... 

The progress of science compels those who covet literary fame, to make 
Uiemeelvee acquainted with general principles at the least; without a close ad* 
h ere ace to tnith and nature, there is little chance of permanent reputation, even 
fan the poeCictl departiDent 
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ill adopting principles, lliat exalt their oslenlation into a virtue, and 
their self-graiifi cation into benevolence* 

This prejudice, however, must vanish as the increasing knowtedse 
of political economy begins to reveal ihe real sources of wealth, tRe 
means of production, and ihe effect of consumption. Vanity may 
take pride in idle expense, but will ever be hfAd in no less contempt 
by the wise, on account of its pernicious effects, than it has been aU 
along, for the motives by which it is actuated. 

These conclusions of theory have been confirmed I^ experience. 
Misery is the inseparable companion of luxury. The man of wealth 
and ostentation squanders ujHin costly trinkets, sumptuous repasts, 
magnificent mansions, dogs, horses, and mistresses, a portion of 
value, which, vested in productive occupation, would enable a mul- 
titude of willing labourers, whom his extravagance now consigns to 
idleness and misery, to provide themselves with warm clothing 
nourishing food, and household conveniences. The gold buckles 
ttf the rich man leave the poor one without shoes to his feet; and 
the labourer will want a shirt to his back, while his rich neighbour 
glitters in velvet and embroidery, 

It is vain to resist the nature of things. Magnificence may do 
what it will to keep poverty out of sight, yet it will cross it at every 
turn, slill haunting, as if to reproach it for its excesses. This con- 
trast was to be met with at Versailles, at Home, at Madrid, and in 
every sent of royal residence^ In a recent instance, it occurred in 
France in an afflicting degree, after a long series of extravagant and 
ostentatious administration; yet Ihe principle is so undeniable, that 
tiiic would not suppose it had required so terrible an illustraticn."|" 

* La RepiibSiqiie a bien affaire 
l)e ftrns, 5111 Jie Jepement Hen; 

Que celui donl Ic luxe ipand beaurtnip de. bien. 

La Fontaine, Awntaf<e de la Sciener. 

" Were tho rioh not to spend their money frfiely," says Utontetijuicu, " ihe 
poor would Etarve." F.'prit des Loii, \iv. vii. c. 4. 

fXliere nrc other c ire urn stances thai contribBte to veil the residence of the 
court in on atmosphcie of hnman mifcry. It is there, that personaJ service n 
cunsumc-d by whojesule; anil th^it is of all thrnss the most rapidly consume^ 
bein^, indeed, consumed as last as produced. Under Ehia denomination, is to be 
coinpriidpd, the ageacy of Ihe soldiery, of menial eerrants, of ptiblic fanclion- 
ariea, nliether useful ur not, of clerks, lawyem, judges, civilians, ecclesiastic]^ 
nctoTv, musicinns, drolK <uiil niimeroaa other imn^ers-nn, who all crowd cowards 
thc! lucus or power and occupation, civil, judicial, military, or religious. It is 
there a!«i, that material prodiicla seem to be more wantonly consumed. The 
choicest viands, the most beautiful and CDi<tly stufls, the Tareat worka of art Slid 
fiLshion, nil scpm cinnlons to reach this gcncret sink, whence little or nothing 

Vet, if I' ■ ,■...1 1 iilitp?, that are drained from every quarter of the 

nutioirii I' ' > iiiMimptiua ciflhc scat ofrnyftlly, were distributed 

with at:y i' ■ f v vvuuld probably suffice to maintain all cUssea in 

comfort !i[i<: ■/■■''■}. r.i '.l;Il ^ucIi drains must always be calamitous, because 
(hey ahfolti vnhii', am) yii'lii nn return, nt any rate tlie local population roiirht ba 
jirctty well off; but it is notoiious that wealth is nowhcie less equally diffiised. 
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Those who are little in the habit of looking through the appear- 
ance to the reality of things, are apt to be seduced by the glitter and 
the bastle of ostentatious luxury. They take the display of con- 
somption as conclusive evidence of national prosperity. If tliey 
could open their eyes, they would see, that a nation verging to- 
wards decline will for some time continue to preserve a show of 
opulence; like the establishment of a spendthrift on the high road 
to ruin. But this false glare can not last long ; the effort dries up 
the sources of reproduction, and, therefore, must infallibly be fol- 
lowed by a state of apathy and exhaustion of the political frame, 
which is only to be remedied by slow degrees, and oy the adoption 
of a regimen the very reverse of that, by which it has thus been 
reduced. 

It is distressing to see the fatal habits and customs of the nation 
one is attached to by birth, fortune, and social affection, extending 
their influence over the wisest individuals, and those best able to 
appreciate this danger and foresee its disastrous consequences. The 
number of persons, who haye sufficient spirit and independence of 
fortune to act up to their principles, and set themselves fon^^ard as 
an example, is extremely small. Most men yield to the torrent, and 
rush on ruin with their eyes open, in search of happiness; although 
it requires a very small share of philosophy to see the madness of 
this course, and to perceive, that, when once the common wants of 
nature are satisfied, happiness is to be found, not in the frivolous 
enjoyments of luxurious vanity, but in the moderate exercise of our 
physical and moral faculties. 

Wherefore, those, who abuse great power, or talent, by exerting 
it in diffusing a taste for luxury, are the worst enemies of social hap- 
piness. If there is one habit, that deserves more encouragement 
than another, in monarchies as well as republics, in great as well as 
small, it is this of economy. Yet, after all, no encouragement is 
wanted ; it is quite enough to withdraw favour and honour from 
habits of profusion ; to afford inviolable security to all savings and 
acquirements; to give perfect freedom to their investment and occu- 
pation in every branch of industry, that is not absolutely criminal. 

It is alleged, that, to excite mankind to spend or consume, is to 
excite them to produce, iucismuch as they can only spend what they 
may acquire. This fallacy is grounded on the assumption, that 
production is equally within the ability of mankind as consumption ; 
that it is as easy to augment as to expend one's revenue. But, sup 
posing it were so, nay further, that the desire to spend, begets a 

The prince, the favourite, a mistress, or a bloated peculator, takes the lion*8 
■hare, leaving to the subordinate drones the pittance assigned to them by the 
generosity or caprice of their superiors. 

The residence of an overprown proprietor upon his estate then only tends to 
Uifibse abundance and cheerfulness around him, when his expenditure is directed 
to objects of utility, rather than of pomp ; in which case he is really an adven- 
turer in agriculture, and an accumulator of capital in the shape of improveuienia 
and anieliorattont. 

35 SB 
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liking for labour, although experience by no means warrants such a 
conclusion, yet there can be no enlargement of production, without 
an augmentation of capital, which is one of the necessary elements 
of production ; but it is clear, that capital can only be accumulated 
by frugalit>-; and how can that be expected from those, whose only 
stimulus to production is the desire of enjoyment. 

Moreover, when the desire of acquirement is stimulated by the 
love of display, how can the slow and limited progress of real pro- 
duction keep pace with ihe ardour of that motive ? Will it not find a 
shorier road lo its object, in the rapid and disreputable profits of 
jobbing and intrigue, classes of industry most fatal to national wel- 
fare, because they produce nothing tnemselvcs, but only aim at 
appropriating a share of the produce of other people? It is this 
motive, that sets in motion the despicable art and cunning of the 
knave, leads the pettifogger to speculate on the obscurity of the 
Jaws, and Ihe man of authority lo sell to folly and wickedness that 
patronage which it is his duty to dispense gratuitously lo merit and 
to right. Pliny mentions having seen Paulina at a supper, dressed in 
a network of pearls andemeralds, that cost 40 millions of ses(eriii,(l) 
as she was ready to prove by her jeweller's bills. It was bought 
with the fruit of her ancestor's sjieculations. " Thus," says Uie 
Roman writer, "it was lo dress out his grand-daughter in jewels at 
an entertainment, thai Lollius forgot himself so far, as to lay waste 
whole provinces, to become the object of detestation to the Asiatics 
he governed, to forfeit the favour of Ca;sar, and end his life by 
poison." 

This is the kind of industry generated by love of display. 

If it be pretended, that a system, which encourages profusion, 
operates only upon the wealthy, and thus tends lo a beneficial end. 
inasmuch as il reduces the evil of ihe incquahly of fortune, there 
can be little difficulty in showing, that profusion in tlie higher, begets 
a similar spirit in the middling and lower classes of society, which 
last must, of course, the soonest arrive at the limits of their income t 
so that, in fact, ihc universal profusion has the effect of increasing, 
insteiid of reducing, that inequality. Besides, the profusion of uk 
wealthier class is always preceded, nr followed, by that of the govern- 
ment, which must be feu and supplied by taxation, that is always 
sure to fall more heavily upon small incomes than on large ones.* 



' In favour of luxury, the foUowin^ paradosicul argument has lieen advsnced ; 
(br what ia too ridiculuu.i to be hazardrd in such n cause ! " Thai since luxury 
cDHKumea BuperBuities odly, the objects it deiitnjyR are of little real ulilitj, ftnd 
therefof the losa to Bociety can be but small," There is this ready answer : the 
value of the objects ccitisuiiied by luxury must have been reduced by the coaipe- 
lition of producers lo a tcvct with llie charges of productioD, wherein are com* 
prised tlie profils of the producers. Objects of luxury are efiually the product 
cif land, capital, and industry, which might have been employed in raising object! 
of real utdily, had the demand taken that direction ; tor production iuvariatdj 
BCcnmmodslRS itself to the taalc of the c" 



(I) [About 140,000 dollars. Some English l&dies wear jewels of greaJUa 
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The apologists of luxury have sometimes gone so far as to cry up 
the advantages of misery and indigence ; on we ground, that, ^vithout 
the stimulus of ivant, the lower classes of mankind could never be 
impelled to labour, so that neither the upper classes, nor socieQr at 
large, could have the benefit of their exertions. 

Happily, this position is as false in principle as it would be cruel 
in practice. Were nakedness a sufficient motive of exertion, the 
savaee would be tlie most diligent and laborious, for he is the nearest 
to nakedness, of his species. Yet his indolence is equally notorious 
and incurable. Savages will often fret themselves to death, if com- 
pelled to work. It is observable throughout Europe, that the laziest 
nations are those nearest approaching to the savage stale; a mechanic 
in good circumstances, at London or Paris, would execute twice as 
much work in a given time, as the rude mechanic of a poor district. 
Wants multiply as fast as they are satisfied ; a man who has a jacket 
is for having^a coat ; and, when he has his coat, he must have a great- 
coat too. The artisan, that is lodged in an apartment by himself, 
extends his views to a second ; if he has two snirts, he soon wants a 
dozen, for the comforts of more frequent change of linen ; whereas, 
if he has none at all, he never feels the want of it. No man feels 
any disinclination to make a further acquisition, in consequence of 
having made one already. 

The comforts of the lower classes are, therefore, by no means in- 
compatible with the existence of society, as too many have main- 
tained. The shoemaker will make quite as good shoes in a warm 
room, with a good coat to his back, and wholesome food for himself 
and his family, as when perishing with cold in an open stall ; he is 
not less skilful or inclined to work, because he has the reasonable 
conveniences of life. Linen is washed as well in England, where 
washing is carried on comfortably within doors, as where it is exe- 
cuted in the nearest stream in the neighbourhood. 

It is time for the rich to abandon the puerile apprehension of losing 
the objects of their sensuality, if the poor man's comforts be pro- 
moted. On the contrary, reason and experience concur in teaching, 
that the greatest variety, abundance, and refinement of enjoyment 
are to be found in those countries, where wealth abounds most, and 
is the most widely diffused. 

value; bat some read the passage in Pliny Quadringenties, instead of Quad* 
rabies Seitertium, This would make the jewels of Paulina worth 1,400,000 
dollars; the more probable sum.] Americau Edftor. 
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CHAPTER VL 

ON PUBLIC CONHUMPTIO'' 



Of the Nature arid general Effect of Puhtie Consumption. 

Besides the wants of individuals and of families which it is the 
object of private consumption to satisfy, the collection of many indi- 
viduals into a community gives rise to a new class of wants, the 
wants of the society in its aggregate capacity, the salisJiictioD of 
which is the object of public consumption. The pubhc buys and 
consumes the personal service of the minister, that directs its alfain, 
the soldier, that prelects it from external violence, the civil or crimi- 
nal judge, that protects the rights and inlerests of each member 
against the aggression of the rest. All these diflerenl vocations tiave 
ibcir use, allTiough they may often be unnecessarily multiplied or 
overpaid ; but that arises trom a defective political organizatioD, 
which it does not fall within tiie scope of this work to investisale. 

We shall see presently whence it is, that the pubUc derives all the 
values, wherewith it purchases tho services of its agents, as well as 
t!ie articles its wants require. All we have to consider in this chap- 
ter is, the mode in which its consumption is effected, and the conse- 
quences resulting from it. 

If I have made myself understood in the commencement of this 
third book, my readers will have no ditlicully in comprehending, that 
public consumption, or that which takes place for the general utility 
of Ihc whole community, is precisely analogous to that consumption, 
which goes to satisfy the wants of individuals or families. In either 
case, there is a destruction of values, and a loss of wealth ; although, 
]icrhaps, not a shilling of specie goes out of the counlry. 

By way of insuring conviction of the truth of lliis position, let us 
trace from fust to last the passage of a product towards ultimate 
consumption on the public account. 

Tlie government exacts from a tax-payer the payment of a given 
lax in the shape of money. To meet this demand, the lax-payer 
exchanges part of the products at his disposal for coin, which be 
pays to tho tax-gatherer:* a second set of government agents is 

* Although tlie cnpilaliEt nnil landholder receive their interest and reat origi- 
nally in the shapn of inuney, and liave, Iherefore, no occiBJon to go through aaj 
previous act of exchange, to obtain ivherewjthal lo pay the tax, yet such a pre- 
viouB exchancro must have been eflectcd by the adventurer, who turns Uie land 
or capital to account. The et!ect is preciiiely the enme, as if the rent or interest 
had tieen paid in kind ; tliat ii^ in the immediate products of the land or capiul: 
imd the landholder or cnpitaliEt had paid the tax either by the direct Inssuiaf 
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Inisied in buying with that coin, cloth and other necessaries for 
the soldiery. Up to this point, there is no value lost or consumed : 
there has only been a gratuitous transfer of value, and a subsequent 
act of barter : but the value contributed by the subject still exists in 
the shape of stores and supplies in the militarv depdt In the end, 
however, this value is consumed ; and then the portion of wealth, 
which passes from the hands of the tax-payer into those of the tax- 
gatherer, is destroyed and annihilated. 

Yet it is not the sum of money that is destroyed : that has only 
passed from one hand to another, either without any return, as when 
It passed from the tax-payer to the tax-gatherer ; or in exchange for 
an equivalent, as when it passed from the government agent to the 
contractor for clothing and supplies. The value of the money sur- 
vives the whole operation, ana goes through three, four, or a dozen 
hands, without any sensible alteration ; it is the value of the clothing 
and necessaries that disappears, with precisely the same effect, as it 
the tax-payer had, with the same money, purchased clothing and 
necessaries for his own private consumption. The sole difference 
isy that the individual in the one case, and the state in the other, 
enjoys the satisfaction resulting from that consumption. 

The same reasoning may be easily applied to all other kinds of 
public consumption. When the money of the tax-payer goes to 
pay the salary of a public officer, that officer sells his time, his tal- 
ents, and his exertions, to the public, all of which are consumed for 
public purposes. On the other hand, that officer consumes, instead 
of the tax-payer, the value he receives in lieu of his services ; in 
the same manner as any clerk or person in the private employ of 
the tax-payer would do. 

There has been long a prevalent notion, that the values, paid by 
the community for the public service, return to it again in some 
diape or other ; in the vulgar phrase, that what government and its 
agents receive, is refunded again by their expenditure. This is a 
gross fallacy; but one that has been productive of infinite mis- 
chief, inasmuch as it has been the pretext for a great deal of shame- 
less waste and dilapidation. The value paid to government by the 
tax-payer is given without equivalent or return : it is expended by 
the government in the purchase of personal service, of objects of 
consumption ; in one word, of products of equivalent value, which 
are actually transferred. Purcnase or exchange is a very different 
thing from restitution.* 

ptrt of those products, or by first scllint? them, and afterwards payin^;^ over the 
proceeds. On this subject, vide suprd. Book II. chap. 5, for the mode in which 
revenue ii distributed amon^t the community. 

• Dr. Hamilton, in his valuable tract upon Tlie National Debt of Grtat Brt* 
tetn, illustrates the absurdity of the position here attacked, by comparing it tc 
the ^ forcible entry of a robber into a merchant's house, who should take a way 
hit money, and tell him he did him no injury, for the money, or part of it, would 
be employed in purchasing the commodities he dealt in, upon which he would 
reeeive a profit** The encouragement af&rded by the public expenditure is prcv 
eieel y Aiiuogoui. 
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Turn it which way you will, this operation, though often very 
compicx in the execution, must always be reducible fay analysis to 
this plain statemcnL A product consumed must always be a pro- 
duct lust, be the consumer who he may ; lost without return, when- 
ever no value or advantage is received in return; but, lo the tax- 
payer, the advantage derived from the services of the pubhc func- 
tionary, or from the consumption effected in the prosecution of 
public objects, is a positive return. 

If, then, public and private expenditure affect social wealth io 
the same manner, the principles of economy, by which it should be 
regulated, must be the same in both cases. There are not two kiods- 
of economy, any more than two kinds of honesty, or of morality. If 
n guvornment or an individual consume in such a way, as to give 
birth to a product larger than that consumed, a successful effort of 
productive industry will be made. If no product result from the 
act of consumption, there is a loss of value, whether to the slate or 
to the individual ; yet, probably, that loss of value may have been 
productive of all the cood anticipated. Military stores and sup- 
plies, and the lime and labour of civil and military functionaries, 
engaged in the efiectual defence of the stale, are welt bestowed, 
though consumed and annihilated ; it is the same with them, as with 
the commodities and personal service, that have been consumed in 
a private establishment. The sole benefit rcsulling in the latter case 
is, the satisfaction of a want; if the want had no existence, the 
expense or consumption is a positive mischief, incurred without an 
object. So likewise of the public consumption; consumption for 
the mere purpose of consumption, systematic profusion, the creation 
vif an office for the sole purpose of giving a salary, the deslruclion 
of an article for the mere pleasure of paying for it, are acts of 
extravagance either in a government or an individual, in a small 
state or a large one, a republic or a monarchy. Nay, there is more 
criminality in public, than in private extravagance and profusioD; 
inasmuch as the individual S(juanders only what belongs to him; 
hut the government has nothing of its own to squander, being, in 
fact, a mere trustee of the public treasure.* 

What, then, arc we to think of the principles laid down by those 
writers, who have laboured to draw an essential distinction lietwcen 
puUi(^ and private wealth; to show, (hat economy is ihe way to 
increase private fortune, but, on the contrary, that public wealth 
increases with the increase of public consumption: inferring thence 
this false and dangerous conclusion, that the rules of conduct in the 
management of private fortune and of public treasure, are not only 
different, but in direct opposition? 

If such principles were to be found only in books, and had never 
riept into practice, one might suffer ihcm without care or regret to 

• it ia mere uBurpaliort in a guvernment, In pretend lo n right ovf r the pmpert]r 
of individuals, or tn act hb if poBseBEing Buch s. right; unij usurpation can never 
constitute rieht ; «llhoug-li it mny confer poasession. Were it otherwise, a thief, 
who liad once, by fiircR or frnud, oUtnined posaession of another man's propFity, 
rould never be called apon to make restitution, when overpowered and tftkeo ' 
pitaoner, for ha might set up the plea of legiiiinato ownershipi 
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iiwell the monstrous heap of printed absurdity ; but it must excite 
our compassion and indignation to hear them professed by men of 
emincDt rank, talents, and intelligence ; and stiU more to see them 
reduced into practice by the agents of public authority, who can 
enforce error and absurdity at the point of the bayonet or mouth of 
the cannon.* 

Madame de Maintenon mentions in a letter to the Cardinal do 
Koailles, that, when she one day urged Louis XIV. to be more 
liberal in charitable donations, he replied, that royalty dispenses 
charitv by its profuse expenditure ; a truly alarming dogma, and one 
that shows the ruin of France to have been reduced to principle.! 
False principles are more fatal than even intentional misconduct; 
because they are followed up with erroneous notions of self-interest, 
and are long persevered in without remorse or reser\'e. If Louis 
XIV. had believed his extravagant ostentation to have been a mere 
gratification of his personal vanity, and his conquests the satisfaction 
of personal ambition alone, his good sense and proper feeling would 
probably, in a short time, have made it a matter of conscience to 
desist, or at any rate, he would have stopped short for his own sake ; 
but he was firmly persuaded, that his prodigality was for the public 
ffood as well as his own ; so that nothing could stop him, but mis- 
fortune and humiliation^ 

*The reader will readily perceive, that this and manv other paaaagea, were 
writteo onder the pressure of a military despotism, which had aasom^ the ab- 
aolate disposal of the national resources, and suffered no one to express a doubt 
of the justice and policy of its acts. 

t FeneUnit Vauban, and a very few more, of the most distin^ished talent, had 
a confused idea of the ruinous tendency of this system ; but they failed in im- 
pressing the rest of the world with the same conviction ; for want of just notions 
on the subject of the production and consumption of wealth. Thus VatUnm, in 
hit Dixme rayale, says, * the present misery of France is attributable, not to the 
ri^|oar of the climate, the chmcter of the inhabitants, or the barrenness of the 
mnI : for the climate is most favourable, the people active, diligent, dexterous, and 
Btraierous : but to the frequency and long continuance of war, and the ignorance 
and neglect of economy.* Fenelon had expressed the same sentiments in seve- 
iml admirable passages of his Telemaque^ but they passed for mere declamation, 
as well they might ; for he was not qualified to prove their truth and accuracy. 

X When VoUaire tells us, speaking of the superb edifices of Louis XTV., that 
they were by no means burthensome to the nation, but served to circulate money 
in the community, he gives a decisive proof of the utter ignorance of the most 
eelebrated French writers of his day upon these matters. He looked no further 
than the money employed on the occasion ; and, when the view is limited to that 
alone, the extreme of prodigality exhibits no appearance of loss ; for money is, in 
fiict, an item, neither of revenue, nor of annual consumption. But a little closer 
attention will convince us of the fallacy of this position, which would lead us to 
the absurd inference, that no consumption whatever has occurred within the 
year, whenever the amount of specie at the end of it is found to be nowise di- 
minished. Tlie vigilance of the historian should have traced the 167 millions of 
6tA\Mn expended on the chateau of Versailles alone, from the original produc- 
tion by the laborious efforts of the productive classes of the nation, to the first 
exchan^ into money, wherewith to pa^ the taxes, through the second exchange 
into building materials, painting, gildmg, die to the ultimate consumption in 
thai shape, for the personal gratification of the vanity of the monarch. The 
BMoej acted aa a mere means of fiicilitating the tnmafera of taloe in the coHiie 
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So liUle were the true principles of political economy understood, 
even by men of the greatest science, so late as the 1 ih century, 
that Frederick II, of Prussia, with all his anxiety in a ch of truth, 
his sagacity, and his merit, writes thus to D'Alembert, in justifica- 
tion ol his wars: "My numerous armies promote the circulation of 
money, and disburse impartially amongst the provinces the taxes 
paid by the people to the state." Again I repeal, (his is not the fact; 
the taxes paid to the f^overnment by the subject are not refunded 
oy its expendilure. Wlielher paid in money or in kind, they are 
convened into provisions and supplies, and in that shape consumed 
and destroyed by persons, that never can replace the value, because 
they produce no value whatever.* It was well for Ptju^sia thM, 
Frederick II. did not square his conduct to his principles. I'^heg 
he did to his people, by the economy of his internal admjp* 
more tlian compensated for the mischief of his wars. ,/> , 

Since the consumption of nations or tlie govcrpnieirta w4iich re- 
present them, occasions a loss of value, and copHgqtfentlyJort wealth, 
it is only so far justifiable, as there resulis fj<m it son^ iational 
advantage, equivalent lo the sacrifice of value. The whole Ekill of 
govemmenl, therefore, consists in the continual and judicioiB com- 
parison of the sacrifice about to be incurred, with the expected 
benefit to the communiiv; for I have no hesitation in pronouncing 
every instance, where the bcncfil is not cnuivalent to the loss, to be 
an instance of folly, or of criminality, in the government. 

It is yet more monstrous, then, tn see how frequently govern- 
ments, not content with squandering the substance of the peoplef 

of the transactinn ; and tlie winding' up of the account will shoir, a destruction of 
value to the amount of 167 millions of dollars, balanced by the productioa of a 
palace, in need of constant repair, and of the splendid promenade of the gtirdens. 

Even land, thuuBili imperialiiihic, may be consumed in the shape of the value 
received for It It has been asserted, that France lost nothing by the sale of her 
national domains after the revolution, becouse tliey were all sold and tranaferred 
to French subjects ; but what became of the capital paid in tbe shape of purchaae- 
nioncy, when it leftllicpochetaof ltiepnrchaiier«1 Was it not consumed and lost 1 

* In the execution of the national military enterprise, two diilerent values pasa 
througrh the hands of the {Tovcrnment or ilfl agents: 1. Thevaloepnidin bucesbj 
the public at large ; 2. The value received in supplies and services from Uie par- 
ties aflbrding' them. For the first of tlicse no return whatever is made; for ths 
second, an equivalent is paid in wa^s or purchase-money. Wberelbre, there it 
lias no ground for saying that the government refunds with one hand what is 
received with the other ; that the whole transaction is a mere circulation of value, 
and mudea no loss to the nation ; for the ^vemment returns but one, whero it 
receives two; the loss of the other half falls upon the community at larire. 
Thus, the national, being hut the agETegata of individual wealth, is diminished 
to the extent of the total consumption of the government, mintu the product 
of the public establishment ; as wc aliall presently see more in detail. 

f It has been seen in the concluding chapter of Bo""- II. ■'■-L inasmuch u 
population is always commensurate with production, o n of the pnv 

gressiv. multiplication of products la a preventive chcun to Iher multipli- 

cation of the human race; and that the v le of ca il. 1 nction of in- 

dustry, and the exliaustion of the sources ui m, . j. positive deci- 

mation of thoie in actual existence. A v/ituvu ui stratiiui may, 

in this way, be a far more destructive scourge, < its atrocities 
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in follv and absurdity, instead of aiming at any return of value, 
actually spend that substance in bringing down upon the nation 
calamities innumerable ; practise exactions the most cruel and arbi- 
trary, to forward schemes the most extravagant and wicked ; first 
rifle the pockets of the subject, to enable tln^m afterwards to urge 
him to the further sacrifice of his blood. Nothing, but the obstinacy 
of human passion and weakness, could induce me again and again 
to repeat these unpalatable truths, at the risk of incurring the charge 
of declamation. 

The consumption efiected by the government* forms so large a 
portion of the total national consumption, amounting sometimes to a 
sixth, a fiilh, or even a fourth partf of the total consumption of the 

*B]r government, I mean, the ruling power in all its branches, and under 
whatever constitutional form; it would lie wrong to limit the term to the execu- 
tive branch alone ; the first enactment of a law is as much an act of authority, 
•s its sabseqaent enforcement 

fTbe consumption of a nation may undoubtedly exceed its agj^regate annual 
revenue ; but we can hardly suppose that of Great Britain to have done so ; for 
•be has evidently been advancing in opulence, up to the present time, whence it 
may be inferred, that her consumption, at the very utmost, only equals her reve- 
nue. QentZf who will hardly be accused of underrating the financial resources 
of thalooanU^, estimated her total annual revenue at no more than two hundred 
minions sterling; Dr. Beeke at two hundred and eighteen millions, inclusive of 
one hundred millions for the revenues of industry. Granting her to have made 
acme further progress since those estimates were made, and that her total reve- 
nue m 1813 bid advanced to two hundred and twenty-four millions, we are told 
by Colquhoun, in his Wealth, Power, and Resources of the British Empire, that 
her public expenditure in that year amounted to one hundred and twelve mil- 
liona By this statement it should seem, that her public expenditure then 
amoontecf to the half of the total expenditure of the nation ! Moreover, the ex- 
penses of her central government do not include all her public charges ; there 
are to be added, county and parish rates, poor rates, &c. 6lc. The business of 
government might be conducted, even in extensive empires, at a charge of not 
nxnre than one per cent upon the aggregate of individual revenue ; but, to attain 
this degree of perfection, a vast improvement is still requisite in the department 
of practical policy. (1) 

(1) We copy from a Treatise on the Taxation of the British Empire, by R. 
Montgomery Martin, published in London, in 1833, the following note : — " Jx>rd 
Liverpool said, in 1622, that the annual income of Great Britain, after making 
allowances for the rcfluction of rents, and the diminution of the profits of trade 
since the war, may be stated to be from 250,000,000/. to 280,000,000/. sterling. 
Now if the population of Great Britain in 1833 be taken in round numbers at 
16 millioDs, and the average expenditure for each individual be so low as one 
^killing per day, or 18/. 5«. a-year, the annual income would be 4t'32,000,000/. 
and double that sum if the average expenditure of each individual were taken at 
two shillings per day, which would not be an unreasonable calculation : &pi)1ying 
the same rule to Ireland, but giving the average expenditure of each individual 
80 low as sixprnce a-day, on a population of eight millions, the annual income 
of Ireland would be 73,000,000/. Thus the annual income of the United King- 
dom in 1833, is upwards of 500,000,000/. sterling on the lowest computation." 

Estimating, on such authority, the annual income of Great Britain and Ireland 
at 600 millions sterling, we perceive that this income, even after the payment of 
the taxes, enormous as thev have been, is much greater now than at any former 
period of her hisCory ; and there therefore can be no doubt that a continued 

8C 
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community, that the sj^stem acted upon by ihe govern menl, must 
needs have a vast iufiuence upon ihc advance or decline of the na- 
tional prusperitj'. Should an individual take it into i head, that 
the more lie spends the more he gels, or that his profusion is a rirtue; 
or should he yield to the powerful attractions of pleasure, or the 
juggestions of perhaps a reasonable resentment, ho wiH in all proba- 
bility be ruined, and his example will operate upon a \'ery small 
circle of his neighboara. But a mistake of this kind rn the govern- 
ment, will entaif misery upon millions, and possibly end in the na- 
tional downfat or df^radation. It is doubtless very desirabte, thai 
private persons should have a correct knowledge of their personal 
inierests; but it must be infinitely more so, that governments should 
possess that knowledge. Economy and order are \irtucs in a 
private station ; but, jn a public station, their influence upon national 
happiness is so immense, that one hardly knows how sufficiently to 
extol and honour them in the guides and rulers of national conduct. 

An individual is fully sensible of the value of the article he is 
consuming; it has probably cost him a world of labour, perseverance, 
and economy; he can easily balance the satisfaction he derives from 
its consumption against the loss it will involve. But a government 
is not BO immediately interested in regularity and economy, nor does 
it so soon feel the ill consequences of the opposite qualities. Besides, 
private persons have a further motive than even self-interest; their 
feelings are concerned; their economy may be a benefit to the 
objects of their aflbclion ; whereas, the economy of a ruler accrues 
lo the benefit of those he knows very little of; and perhaps he is but 
husbanding for an extravagant and rival successor. 

Nor is this evil remedied, by adopting tiie principle of hereditary 
rule. The monarch has little of the feelings common lo other men 
in this respect He is taught to consider the fortune of his descend- 
ants as secure, if they have ever so little assurance of the succes- 
sion. Besides, the far greater part of the public consumption Is not 
personally directed by himself; contracts are not made by himself, 
iiiil by his generals and ministers; the experience of the world 
hitherto all tends to show, that aristocraticnl republics are more 
economical, than cither monarchies or democracies. 

Neither are we to suppose, that the genius which prompts and 
excites great national undertakings, is incompatible with the spirit 
of public order and economy. The name of Charlemagne stands 
iimong the foremost in the records of renown ; he achieved the cod- 
r(uesl of Italy, Hungary, and Austria; repulsed the Saracens; broke 
the Saxon confederacy; and obtained at length the honours of the 
purple. Yet Montesquieu has thought it not derogatory lo say of 

aun-monlation of tlin nntionil capital musl take olnce, even ince «f namr 

ubelmctions. The public expenditure. Coo, of ki 

gradual reductinn. During the late war, na has u . .^u 

the sutfiority of Cnlquliouti, tlic public expenditiiir i>i ve 

to 112 millintiK, whereas in 1330 it was aboul 34 nii]li<ji»h 

and in 1632 not eo tnaob by 100,OOCU. sterling. j 
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him« that " tSie father of a family might take a lesson of good houso- 
keepiug from the ordinances of Charlemagne. His expenditure was 
conducted with admirable system ; he had his demesnes valued with 
care, skill, and minuteness. We find detaik^i in his capitularies, 
the pure and legitimate sources of his wealth. In a word, such were 
his regularity and thrift, that he gave orders for the eggs of his 
poultry-yards, and the surplus vegetables of his garden, to be 
Drought to market"* The celebrated Prince Eugene, who dis- 
playea equal talent in negotiation and administration as in the 
field, advised the Emperor Charles VI. to take the advice of mer- 
chants and men of business, in matters of financcf Leopold, when 
Grand Duke of Tuscany, towards the close of tlie 18th century, 
gave an eminent exampkj of the resources, to be derived from a 
ri^id adhei^nce to the principles of private economy, in the ad- 
ministration of a state of very limited extent In a few years, he 
made Tuscany one of the most flourishing states of Europe. 

The most successful financiers of France, Suger, Ahb6 de St 
Dennis, the Cardinal D'Amboise, Sully, Colbert, and Necker, have 
all acted on the same principle. All found means of carrying into 
effect the grandest operations by adhering to the dictates of private 
economy. The Abbe dc St Dennis furnished the outfit of the second 
crusade ; a scheme that required very large supplies, although one I 
am far from approving. The Cardinal furnished Louis XII. with 
the means of making his conquest of the Milanese. Sully accumu- 
lated the resources, that afterwards humbled the house of Austria. — 
Q>Ibert supplied the splendid operations of Louis XIV. Necker 
provided the ways and means of the only successful war waged by 
France in the 18th century.! 

Those governmept>j, on the contrarv, that have been perpetually 
pressed with the want of money, have been obliged, like individuals, 
to have recourse to tht: most ruinous, and sometimes the most dis- 
graceful, expedients to extricate themselves. Charles the Bald put 
nn titles and safe-conducts up to sale. Thus, too, Charles II. of 
England sold Dunkirk to the French king, and took a bribe of 
SOfiML from the Dutch, to delay the sailing of the English expe- 
dition to the East Indies, 1680, intended to protect their settlements 
in that quarter, which, in consequence, fell into the hands of the 
Dutchmen.^ Thus, too, have governments committed frequent acts 

* Eifnit des Lois, liv. xxxi. c. 18. 

f Memoires du Prince Eugene par luimeme, p. 187. The authenticity of tliia 
work hafl been contested, as well as the Testament Politique of Richelieu. If 
BOt themselves the authors, they must at least have been men of equal capacity, 
of which there is still less probability. 

i He contrived to meet the char|^ of the American war, without the impo- 
■Hkni of any additional taxes. Ho has been reproached, indeed, with havinfj^ 
incurred heavy loans ; but it is obvious, that, no longf as he found meann to piy 
the interest upon them without fresh taxation, they were nowise burthonsome 
npoQ the nation ; and that the interest must have been defrayed by retrenchment 
of the expenditure. 

I RapuL IKstoire dew Etab. dew Europ, dans Um Indes^ tooi. iL pi 86 



4S0 ON CONSUMPTION. Eooi Dt 

of ban ruptcy, sometimes in the shape of adulteration of llieir coin, 
and sometimes by open breach of iheir engagements, 

Louis XIV. towards ihe close of Jiis reign, having utierty ex- 
hausted the resources of a nobie territory, was reduced lo tlie paltry 
shift of creating the most ridiculous omces, making his counsellora 
of slate, one an inspector of fagots, another a licenser of barber-wig- 
makers, another, visiting inspector of fresh, or taster of salt, butler, 
and the like. Such paltry and mischievous expedients can never 
long defer the hour of calamities, that must sooner or later befal the 
exlrai'agant 'and spendthrift governments. "When a man will not 
listen to reason," says Franklin, " she is sure to make herself felt" 

Fortunately, an economical administration soon repairs the mis- 
chiefs of one of an opposite character. Sound health can not be 
restored all at once ; but there is a gradual and perceptible improve- 
ment ; every day some cause of complaint disappears, and some new 
faculty comes again into play. Half the remaining resources of a 
nation, impoverished by an extravagant administration, are neutral- 
ized by alarm and uncertainty; whereas, credit* doubles those of a 
nation, blessed with one of a frugal character. It would seem, that 
there exists in the politic, to a stronger degree than even in the 
natural, body a principle of vitality and elasticity, which can not 
be extinguished without the most violent pressure. One can not 
look into the pages of history, without being struck with the rapidity, 
with which tnis principle has operated. It has nowhere been more 
strikingly exemplified, than in the frequent vicissitudes that oar 
own France lias experienced since the commencement of the revo- 
lution. Prussia has afforded another illustration in our time. The 
successor of Frederick the Great squandered the accumulations of 
that monarch, which were estimated at no less a sum than 42 millions 
of dollars, and left behind him, besides, a debt of 27 millions. In 
less than eight years, Frederick WiHfam ml. had not only paid ofF 
his father's debts, but actually began a froBh accumulation ; such ii 
the power of economy, ovcnl in a coi^try of limited extent and 
resources. 

• The expressions, credit is ^dtining, cpedil is reviving, d 
nioulhs of the generality, who we, fuTjiie most port, i^orant of the precise 
jnctLnms of errilit. It does nqi ii(i]iipT6rifi^ence in the government exclusively; 
for the bulk of the commiinily^invano coteem with government, in respect to 
tlieir [irinile atTairs. Neithifyls it eJcluBiijely applied to the mutual confidence 
of indiviiluale ; for a pcrsorum prood Vputfc and circumalancefi, does not fcffeit 
them all at once ; and, eve(rin limes oX«neral diatresa, the forfeiWre of indi- 
vidual character is by IK ■nean^i bo univcrHal, as to justify the BBsenion, that 
croilit ia at an end. Il wiuld ra[her peem to imply, confidence in fiiture events. 
The temporary dread of taxation, arhitrary exnction, or violence, will deter nnm- 
bera from exposine their persona or their property ; undertakinirs, however pn>- 
mieing and well-plaimed, become too liazardoos; ne^ uucb ui^ i 'together di»- 
couragfd, old ones feci a diminution of profit; merchiu i their opeik- 

tions; and consumption in general lalls off, in coi em decline and 

the imcertainty of individual revenue. There cau w iiu ice in fiitare 

cveiiU, either under an enterprising, ambitious, or r int, or uodet 

one, that is wanting in strength, decision, or .uu. e nrfrtwIliTn- 

tkn, can oolj take place in a state c^qoii' e. 
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. Section IL 
Of the principtU Objects of Natitmal Expenditure. 

In the preceding section, it has been endeavoured to show, that, 
since all consumption by the public is in itself a sacrifice of value, 
an evil balanced only by such benefit, as may result to the commu- 
nity from the satisfaction of any of its wants, a good administration 
will never spend for the mere sake of spendintr, but take care to 
ascertain that the public benefit, resulting, in such instance, from the 
satisfaction of a public want, shall exceed tlie sacrifice incurred in 
its acquirement. 

A comprehensive view of the principal public wants of a civilized 
community, can alone qualify us to estimate with tolerable accuracy 
the sacrifice it is wortn while for the community to make for their 
gratification.* 

The public consumes little else, but what have been denominated 
Immaterial products, that is to say, products destroyed as soon as 
created ; in other words, the services or agency, either of human 
beings, or of other objects, animate or inanimatcf 

It consumes the personal service of all its functionaries, civil, 
judicial, military, or ecclesiastical. It consumes the agency of land 
and capital, l^he navigation of rivers and seas, utility of roads and 
ground open to the public, are so much agency derived by the pub- 
lic from land, of which either the absolute pro])erty, or the beneficial 
enjoyment, is vested in the public Where capital has been vested 
in the land, in the sha{)e of buildings, bridges, artificial harbours, 
causeways, dikes, canals, &c. the public then consumes the agency, 
or the rent of the land, plus tlie agency, or the interest, of the capi- 
tal so vested. 

Sometimes the public maintains establishments of productive 
industry; for instance, the porcelain manufacture of Sevres, tlie 
Gobelin tapestry, the salt-works of Lorraine and of the Jura, &c., 
in France. When concerns of this kind bring more than their ex- 
penditure, which is but rarely the case, they furnish part of the na- 
tional revenue, and must by no means be classed among the items 
of national charge. 

Of the Charge of Civil and Judicial Administration. 

Tht chaige of civil and judicial administration is made up, 
partly of the specific allowances of magistrates and other oflicers, 

* A mere sketch is all that can bo expected in a work like the present: a com- 
plete treaiitfe on (^vemment would be equally appropriate with a survey of the 
arts, when it became incidentally necessary to toucli upon the processes of 
manu&cture. Yet, either would be a valuable addition to literary wealth. 

f This rule mu!«t be taken wttli some qualification. The habitual largesses of 
eom, distributed by the emperors to the people of ancient Rome, were material 
objects of public consumption. So likewise the provisions of all kinds consumed 
in hospitals and prisons, and the fireworks used on occasions of public display or 
rcjotcinflf, for the amusement of the people at large. 
36 
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nnd partly of such degree of pomp and parade, as i be deemed 
necessary in the cxecuiion of their dulies. Even if i burthen of 
that pomp and parade be ihrown wholly or partially he public 

functionary, it must ultimately fall upon the shoulders oi L.ie public, 
for the salary of the functionary must be raised, in proportion to the 
appearance he is exjwcted to make. This observation applies to every 
description of functionary, from the prince to the constable inclusive; 
consequently, a nation, which reverences its prince only when sur 
rounded with the externals of greatness, with guards, horse and 
loot, laced liveries, and such costly trappings of royalty, must pay 
dearly for its taste. If, on the contrary, it can be content, to respect 
simplicity rather than pageantry, and obey the laws, though unaided 
by the attributes of pomp and ceremony, it wit! save in proportion. 
This is what made the charges of government so light in many of 
the Swiss cantons, before the revolution, and fn the North American 
colonies before their emancipation. It is well known, that those 
colonics, though under the dominion of England, had separate 
governments, of which they respectively defrayed the charge; yet 
the whole annual expenditure all together amounted to no more than 
64,700/. sterling, "An ever memorable example," observes Smith, 
"at how small an expense three millions of people may not only be 
goveined, but well governed."* 

*It ahonld be recollected, howeter, that they were at no charge of defence 
fconi external attack, except in respect to (he Eavago ij'ibffB of the interior. 

From the oflicial account of the receipts and disbntBEmenls of the United 
Stoles, in the year 180(5, prcscnled by Mr. Gallatin, then Sccretaryof the Tren- 
aury, il appears that (iic tulal expenditure fell sliorl of twelve millions of dolUra. 
of which eiijht millians went to pay the intcreet of the public debt; leaving a 
Eum of four millians only for the char^ of government, that a to say, tlie civili 
judicial, military, anil otlier public functions of a population of twelve mitliofu: 
which IB wholly defrayed by taxes on imports. (1) 

(1) At the period to which our author here refers, namely, the year 1806, thr 
actual expenditure by the porernmcnt of the United Slates, for that year, accord- 
ing to the report of the Secretory of the Treasury, was 15,070,093 doUareB? cents, 
and of tills amounl, according lo the samo aulhorilj, 9,989,8&1 dollars 61 cents, 
was on Bccoimt of the extinguishment of the principal and interest of the public 
debt. The population of the United States, for the same year, was only about 6 
millions; for, according to the official enumerations, the population, in the year 
IftOO, was 5;i05,925, and in the year 1810, was 7,239314. Now the charges 
of the government, exclusive of the payment of the public debt, it will be seen. 
amounted then to 6.080,31^ dollars 313 cents, or an expenditure equal to mote 
than Irehle the aiimunt given by our author. 

The whole public expenditure of the people of llie United Slates oecessaril* 
embmcea the local disbursements of the different stales, as well as the expendt- 
ture of the general govemmenL Of the former, we have, as yet, no meant of 
presenting our readers with any nccursle or official account, and vvc will ool 
venture la indulge in any loose estimates. Of the Intler, however, we are en- 
abled to furnish a tabular view, extracted from the letter of the Secretary of the 
Treasury lo Ilie Chairman of the Committee of the House of R«preBentatives 
on Retrenchment, April fl, 1830, and rrom the subsequent annunl Treasury Re- 
ports, which will exhibit an authentic and accurate view of the receipts and 
I'xpenditureB of the J'ederal Government, from the 4lh of March, 1TS9, the 
period nf its conimencement, to the Slat of December, 1833; Ibe last date k> 
which the accounts have ticen ell mode up. 
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Causes entirely of a political nature as well as the form of govern- 
ment wliich they help to determine, have an influence in apportion- 
ioff the salaries of public officers, civil and judicial, the cliarce of 
puolic display, and those likewise of public institutions and establish* 

We alio flobjoin the last official refiaion of tbe popalatioo returns of tbe seve- 
m1 stales and teiritoriea, aceordiag to tbe five eauineratioiis of the reaxi 1790^ 
160a 1810, 1820, aad 183a 



RECEIPTS 
FVooa March 4, 1789, to December 81, 1833. 



CorroHiL 



From Mareh 4, 1789, t« 

Dee. 31, 1791 

•* " 1792 

" •* 1793 

" " 1794 

- •* 1795 

- - 1796 

- •* 1797 
" •• 1798 
•* - 1799 

- •* 18M 
•* •* 1802 
" •* 1808 
" - 1804 
•• - 1805 
•• - 180$ 
" " 1807 
•* •• 1808 
•• •* 1809 
•• •• 1810 
" •* 1811 
" - 1812 

- - 1818 
•• - 1814 
•• - 1815 
" - 1818 

- - 1817 
•• •* 1818 

- •* 1819 

- •* 1820 

- " 1821 

- •* 1822 

- - 1828 
•« - 1824 
•• •* 1825 
" •* 1826 

- " 1827 
•• •• 1828 

- " 1829 t 
" " 1«» ' 
" " 1S81 

- «• 18:« 

" ** 1833 



#l<399«473 09 

3443,070 85 

4,255,606 56 

4,801,065 28 

5,588/461 26 

6,567,967 94 

7,549,649 65 

7,106,061 93 

e/)10,449 31 

9,080.932 73 

10,750,778 98 

12,438,235 74 

10,47^417 61 

11,008,565 38 

12,9dd;487 04 

14,667,698 17 

15345,521 61 

16,363,550 58 

7,296,020 58 

8,5a%309 31 

13,313,222 73 

8,958.777 53 

13,224423 25 

5,998,772 08 

7,282,942 22 

36,306,874 88 

28,283,348 49 

17,176,385 00 

120,283,606 76 

15,005,612 15 

1B,004/147 15 

17,589,761 94 

19,088,433 44 

17,878;«5 71 

20,098,713 45 

23,341,331 77 

10,712,283 29 

23,205,523 64 

22,681,965 91 

21,922,391 39 

24,224,441 97 

2«,4a'>,237 21 

29,032,508 91 



ToTAk 



•623,941,578 17 



#10,210,025 75 

8,740,766 77 

5,720,624 28 

10,041,101 65 

a419302 79 

6,740,329 65 

8,758,916 40 

8,209,070 07 

12>621,459 84 

12,451,184 14 

12,945455 95 

15,001,391 31 

11,064,097 63 

11335,840 02 

l;)389,508 14 

15308,828 78 

16396,019 26 

17362,544 09 

7,773473 12 

12,144,206 53 

14,431,838 14 

22339,032 76 

40324,844 95 

34359,536 95 

50361,237 60 

57,171,421 82 

33,833392 33 

21393,936 66 

24305,665 37 

2038M93 68 

19,573,703 72 

20332,427 M 

20,540,666 26 

24,381,212 79 

26,840,858 02 

25,260,434 21 

22,90636:) 96 

24,763,629 23 

24,767,122 22 

24,844,116 51 

2^*)20,P20 82 

31,865361 16 

33,948,426 25 



•878,150389 58 
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Tients. Tims, in a despolie government, 

lis property at the wiil of the sovereig 

:harge of his household, that is to say, 

Tioncy which he chooses to spend on his 

;)leasures, and the keeping up oi the ro; 

will probably be fixed at a higher rate, tm where it 



BcMi £0. 

: the «ct holds 
. v.~ fi:.™ .-mself the 
e amount of the public 
personal necessities a ad 
tublisbment, that charge 



ranged and 





EXPENDITURES 


1 


rrom March 4, 1789. to December 31, 1833. | 


Tiiu. 


ruauc t>UT. 


ToTlL 


rromMircbl, ITHS.ta 






Dec. 31, 1791 


45,287^9 50 


87,a07,53»08 


" " 1792 


7,2fi3,0S5 99 


9,141,569 67 


" « 1793 


5319,505 29 


7,529.575 55 


" " 1794 


5,801,578 09 


9,302.124 74 


" " 1795 


6,094,411 ei 


10,435,069 65 


" " 1790 


5,835,846 44 


8,307,776 84 


U .. j^g^ 


6,792,431 82 


8,626,012 78 


" " 1796 


3,990,294 14 


9,613,517 68 


" " 1799 


4,596376 79 


Il,0n,043 50 


" " ISOO 


4,579,369 95 


11,990.739 82 


" " 1801 


7,291,707 1)4 


12,273,376 94 


" " 1802 


9A^9,004 70 


13.276,084 67 


" " 1803 


7.2.56.159 43 


11,258,993 67 


" " 1804 


8471,787 45 


12,684346 88 


" " 1805 


7,369.989 79 


13,727,124 41 


" " 1806 


8,989.as4 fil 


15,070JM3 97 


" " 1807 


6.307,729 10 


11,292,292 99 


" " 1809 


10,280.245 a5 


10.764,584 20 


'■ " 1809 


6,453,551 10 


13.667,226 30 


" ** 1810 


8.008,904 46 


13,319,998 74 


" " 1811 


9,009,204 05 


13,601,908 91 


" " 1813 


4.^49,622 45 


22,279,131 15 


" " 1813 


11,109,128 44 


39,190.520 36 


» " 1814 


7,90033 91 


38,028;230 33 


" " 1815 


12,638,922 35 


39,582,493 35 


" " 1810 


24,871,062 93 


48.244.495 51 


" " 1817 


2:).423,036 12 


40,877.048 04 


** " 18IS 


31,296,21)1 62 


35,104.975 40 


" " 1819 


7,703,926 29 


24,004.198 73 


- " 1831) 


9.628J94 28 


21,763.034 85 


" - 1821 


9,357,093 62 


19.090,672 69 


" " 1823 


7,848,949 12 


17,676,592 63 


" " 1823 


5,530,016 41 


15.314,171 00 


" " 1821 


16,569,393 76 


31,998,538 47 


■' " 1«S 


12,095,344 79 


2:).585,804 78 


" " 182fi 


11,041,032 19 


34.103.396 48 


■' " 1827 


10,0ai,6fl8 39 


22,656.765 04 


" " 1828 


ia,Hi3,4.'i8 07 


25,459,479 52 


" " 1829 


12,383,800 77 


25,071.017 50 


" " 1830 


11,355,748 22 


24.585,281 55 


" " 1831 


16.174.378 22 


30.038,446 13 


- " 18.12 


17,840,309 09 


34,356.698 OB 


" " 1833 


1,543,^3 38 


24.257,299 49 




»109,633,680 45 


81866,534348 5S 
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contested between the representatives of the prince and of the tax- 
payers respectively. 

The salaries of inferior public officers in like manner depend, 
partly upon their individual importance, and partly upon the gene- 
ral plan of government Their services are dear or cheap to the pub- 
lic, not merely in proportion to what they actually cost, but likewoso 
in proportion as they are well or ill executed. A duty ill performed 
is nearly bought, however little be paid for it ; it is dear too, if it 
be superfluous, or unnecessary ; resembling in this respect an article 
of furniture, that, if it do not answer its purpose, or be not wanted, 
is merely useless lumber. Of this description, under the old regime 
of France, were the officers of high-admiral, high-steward of the 
household, the king's cup-bearer, the master of his hounds, and a 
variety of others, which added nothing even to the splendour of 
royalty, and were merely so many means of dispensing personal 
favour and emolument 

For the same reason, whenever the officers of government arc 



POPULATION OF THE UNITED STATES, 
According to Five Enumerationt ; from the (Official Revision, 



States. 



Maine 

New Hampehire . 

Vermont 

MasBachusetts . . 
Rhode Island . . 
Connecticut . . . 
New York .... 
New Jersey . . . 
Pennsylvania . . 
Delaware .... 
Maryland .... 

Vir^nia 

Nonh Carolina . 
South Carolina . 
Geor^^ . . . 
Alabama • • • 
MiBsiasippi . . 
Louisiana . . 
Tennesseo . . 
Kentucky . . 

Ohio 

Indiana. . . . 
Illinois .... 
Missouri . . . 
District of Columbia 
Florida Territory . 
Michigan Territory 
Arkansas Territory 



1790. 



Toial .... 



1800. 



96,540 
141399 

85,416 
378,717 

69,110 
238,141 
340,120 
184,139 
434,373 

59,096 
319,728 
748,:308 
393,751 
249,07:i 

82,548 



a'>,79i 

73,077 



1810. 



151,719 
183,76: 
154,46! 
423,245 

69,122 
251,002 
686,756 
211,949 
602,365 

64,273^ 
341,548 
880,200 
478,103 
345,591 
162,101 

'8.850 

105,602! 

220,{>55 

4.5,:}65 

4,875 



14,09:} 



1 



228,705 

214,360 

217,713 

472,040 

77,031 

262,042 

959,949 

249,555 

810,091 

72,674 

380,.'>46 

974,622 

55.5,500 

415,115 

252,433 

20,845 

40,a52 

76,5.^)6 

261,727 

406,511 

2:W,76(^ 

24,520 

12,2«2 

20,845 

24,02:} 



1830. 



183a 



4,762 



298,335 

244,161 

235,764 

523,287 

a3,059 

275,202^ 

1.372,812 

277,57a 

1,049,458, 

72,749; 

407,350! 

1,065,379 

638,829 

602,741 

340,987 

127,901 

75,448 

15.1,407 

422,813 

564,317 

581,434 

147,178 

554211 

66,586 

a%039 



8,896 
14,273 



3,929,827!5,305,925i7,239.814.9,638,131 



399,955 

269,328 

280.652 

610.408 

97,199 

297.665 

1.918,608 

320.823 

1,348,233 

76.748 

447.(M0 

1,211,405 

737,987 

581,ia5 

516,823 

309.527 

136,621 

215.7:)9 

681,904 

687.917 

937,903 

343,031 

157,455 

140,445 

39,834 

34,7K) 

31,639 

30,388 



12,866.020 
American Eonoft. 
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needlessly multiplied, the people are saddled wilh cha ;es, which 
are not necessary to tlie maintenance of public or It is only 

giving an unnecessary form to that benefit, or product, which is not 
at all the belter of it, if indeed it be not worse.* A bad government, 
that can not support its violence, injustice, and csaciion, without a 
multitude of mercenaries, saleliiles, and spies, and gaols innumer- 
able, makes its subjects pay for its prisons, spies, and soldiers, which 
nowise contribute to the public happiness. 

On the other hand, a public duty may be cheap, although very 
liberally paid. A low salary is wholly thrown away upon an inca- 
pable and inclTicient ollicer ; his ignorance will probably cost the 
public ten times the amount of his salary ; but the knowledge and 
activity of a man of ability arc fully equivalent to the payne re- 
ceives; the losses he saves to the public, and ilie benefits derived 
from his exertions, greatly outweigh his personal emolument, even 
if settled on the most Uberal scale. 

There is real economy in procuring the best of every thing, even 
at a larger price. Merit can seldom be engaged at a low rate, be- 
cause it is applicable to more occupations than one. The talent, that 
makes an able minister, would, in another profession, make a good 
advocate, physician, farmer, or merchant; and merit will find ooth 
employment and emolument in all these departments. If the public 
service offer no adetjuate reward for its exertion, it will choose some 
other more promising occupation. 

Integrity is hke talent ; it can not be had without paying for it, 
which is not at all wonderful ; for the honest man can not resort to 
those discreditable shifts and contrivances, which dishonesty looks 
to as a supplemental resource. 

The power, which commonly accompanies the exercise of public 
functions, is a kind of salary, that often far exceeds the pecuniary 
emolument attached to them. It is true, that in a well ordered 
state, where law is supreme, and little is left lo the arbitrary con- 
trol of the ruler, there is lillle opportunity of indulging the caprice 
and love of domination implanted in the human breast Yet the 
discretion, which the law must inevitably vest in those who; are to 
enforce it, and particularly in the ministerial department, together 
with the honour commonly attendant on the higher offices of the 
stale, have a real value, which makes (hem eagerly sought for, 
even in countries where they are by no means lucrative. 

The rules of strict economy would probably make it advisable to 
abridge all pecuniary allowance, wherever there are other suffi- 
cient attractions to excite a competition for office, and to confer il 
on none but the wealthy, were there not a risk of losing, by 
the incapacity of the officer, more than would be gained by the 



*An example occurs to me of a city of France, wlinse municipal a, 

tioti waa bntli mildly anil efliciently conducted l>efQre 17B9, at a charge of 1000 
crowns ppr annum only, but under tiie imperial ^verament, lliouph it 3o«t 
U0,00O Jr. (6,5811 dnllarij) allbrded no ECcurity agaloEt the caprice and arbitnry 
will of tile sovereign. 
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abridffment of his salary. This, as Plato well observes in his 
BepuBlic, would be like entrusting the helm to the richest man 
on Doard. Besides, there is some danger, that a man, who gives 
his services for nothing, will make his authority a matter of gain, 
however rich he may be. The wealth of a public functionary is 
DO security against his venality: for ample fortune is commonly 
accompanied with desires as ample, and probably even more am« 
picy especially if he have to keep up an appearance, both as a 
man ot wealth and a magistrate. Moreover, supposing what is not 
altogether impossible, namely, that one can meet with wealth united 
with probity, and with, besides, the activity requisite to the due 
performance of public duty, is it wise to run the risk of adding the 
preponderance of authority to that of wealth, which is already but 
too manifest T With what grace could his employers call to account 
an asent, who could assume the merit of generosity, both with the 
people and with the government T There are, however, some ways, 
in which the gratuitous services of the rich may be employed with 
advantage; particularly in those departments, that confer more honour 
than power : as in the administration of institutions of public char- 
ity, or of public correction or punishment. 

In France under the old regime, the government, when harassed 
with the want of money, was in the habit of putting up its offices 
to sale. This is the very worst of all expedients; it introduces all 
the mischiefs of gratuitous service ; for the emolument is then no 
more, than the interest of the capital expended in the purchase of 
the office; and has the additional evil of costing to the state as much 
as if the service were not gratuitously performed ; for the public 
remains charged with the interest of a capital, that has been con- 
sumed and lost 

It has been sometimes the practice to consign certain civil func- 
tions, such as the registry of births, marriages, and deaths, to the 
ecclesiastical body, whose emoluments, arising from their clerical 
duties, may be supposed to enable them to execute these without 
pay. But there is always danger in confiding the execution of 
civil duties to a class of men, that pretend to a commission from 
a still higher than a national authority.* 

In spite of every precaution, the public or the monarch will tiever 
be served so well or so cheaply as individuals. Inferior public 

* Several times durinef the last century the Molinifit priesthood refused to 
execute their clerical duties in favour of the Jansenists, in spite of all the ^rvcrn- 
meat could do ; on the pretence, that it was better to obey the divine command 
MM conveyed by the voice of the Pope, than that of any human authority (a) 

(a) This inconvenience can arise only in countries, where there is an exclusive 
lULtional church, subjected, in matters of doctrine and discipline, to an indepen- 
dent or external superior : as in countries embnicinor the faith of Rome. But 
there is another inconvenience, that has been much dwelt upon by an eminent 
divine of the Scottish church ; viz. the inconvenience of directinjir the attention 
aT the priesthood fVom its clerical to civil function^ and, by a confusion of sucb 
dtSSereai duties, abridging^ the benefit of division of labour. T. 
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agents can not be so narrowly watched by thi Drs, as pri- 

vate ones; nor have the superiors themselves an e(_ interest io 
vigilant superintendence. Besides, it is easy enough for under- 
lings to impose on a superior, who has many to look after, is per- 
haps placed at a distance, and can give but little attention to each 
inaividually; and whose vanity makes him more alive to the offi- 
cious zeal of his inferior, than to the real service and utility, that 
the public good reijuires. As to the monarch and the nation, who 
are the parties most interested in good public administration, 
because it consolidates the power of the one and enlarges the hap- 
piness of the other, it is next to impossible for them to exert a per- 
petual and effectual control. In most cases, this duty must of 
necessity devolve on agents, who will deceive them when it is their 
interest to do so, as is proved by abundance of examples. "Pub- 
lic services," says Smith, "are never better performed than when 
their reward comes onlv in consequence of ineir being performed, 
and is proportioned to the diligence employed in performmff them." 
Accordingly, he recommends, that the salaries ol judges should be 
paid at the final determination of each suit, and the share of each 
judge proportioned to their respective trouble in the progress of it 
This would be some encouragement to the diligence of each parti- 
cular judge, as well as to that of the court, in bringing litigation to 
an end. There would be some dilliculty in applying this method 
to all the branches of the public service; and it would probably 
introduce as great abuses in the opposite way ; but it would at least 
be productive of one good; viz. preventing the needless multipli- 
cation of offices. It would likewise give the public the same 
advantage of competition as is enjoyed by individuals, in respect to 
the services they call for. 

Not only are the time and labour of public men in genera] better 
paid for than those of other persons, besides being often wasted by 
their own mismanagement, without the possibility of an efficient 
check; but there is often a further enormous waste, occasioned by 
compliance with the customs of the country, and court etiquette. It 
would be curious to calculate the time wasted in the toilet, or to 
estimate, if possible, the many dearly-paid hours lost, in the course 
of thelast century, on the road between Paris and Versailles. 

Thus, in the governments of Asia, there is an immense waste of 
the time of the superior public servants in tedious and ceremo- 
nious observances. The monarch, after allowing for the hours of 
customary parade, and those of personal pleasure, has little lime 
left to look after his own affairs, which, consequently, soon go 
to ruin. Frederick II. of Prussia, by adopting a contrary line of 
conduct, and hy the judicious distribution and apportionment of his 
time, eonirivid to get through a great deal of business himself. By 
this nmans, he really lived longer than older men than himself, and 
succeeded in raising his kingdom tn a first-rale power. His other 
great qualities, doubtless, contributed to his success ; but they would 
not have been sttfTicient, without a methodical arrangement of hla 
iJme. 
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OfCkargeSf Military and NavaL 

When a nation has made any considerable progress in commerce, 
manufacture, and the arts, and its products have, consequently, 
become various and abundant, it would be an immense inconve- 
nience, if every citizen were liable to be draggea from a productive 
employment which has become necessary to society, for the pur- 

C>se8 cf national defence. The cultivator of the soil works no 
nger for the sustenance of himself and family only, but also for 
that of many other families, who are either owners of the soil, and 
share in its produce, or traders and manufacturers, that supply him 
with articles he cannot do without He must, therefore, cultivate a 
larger extent of surface, must vary his tillage, keep a larger stock of 
cattle, and follow a complet mode of cultivation that will fully 
occupy his leisure between seed-time and harvest* 

Still less can the trader and numufacturer afford thus to sacrifice 
time and talents, whereof the constant occupation, except during the 
intervals of rest, is necessary to the production, from which they arc 
to derive their subsistence. 

The owners of land let out to farm may, undoubtedly, serve as 
soldiers without pay ; as, indeed, the nobility and gentry do, in some 
measure, in monarchical states ; but the v are, for the most part, so 
much accustomed to the sweets of social existence, so little goaded 
by necessity towards the conception and achievement of great enter- 
prises, and feel so little of the enthusiasm of emulation and esprit de 
corpMf that they commonly prefer a pecuniary sacrifice to tnat of 
comfort, and possibly of life. And these motives operate equally 
with the owners of capital. 

All these, reasons have led individuals, in most modem states, to 
consent to a taxation, that may enable the monarch or the republic 
to defend the country against external \iolence with a hired and pro- 
fessional soldiery, who are, however, too apt to become the tools of 
their leader's ambition or tyranny. 

When war has become a trade, it benefits, like all other trades, 
from the division of labour. Every branch of human science is 
pressed into its service. Distinction or excellence, whether in the 
capacity of general, engineer, subaltern, or even private soldier, can 
not be obtained without long training, perhaps, and constant prac- 
tice. The nation, which should act upon a diflerent principle, would 
lie under the disadvantage of opposing the imperfection, to the per- 
fection, of art Thus, excepting the cases, in which the enthusiasm 
of a whole nation has been roused to action, the advantage has uni- 

* The Greeks, until the second Persian war, and the Romans, until the s'let^e 
of Veii, reiifularly made their military campaitrns in that interval. Nations of 
himtera or ahepherda, that pay little attention to the arts, and none to aj^iculturo, 
like theTaitara and Arabs, are less circumscribed in time, and can prosecute their 
ivmrlike enterprises in any quarter, that promises booty, and fumishespastura^ 
Heoee the vast ares of the conquests of Attila, Generis Khan, and Tamerlane 
sod of the Moofs vod the Turks. 
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formly been on llie side of a disciplined and professional soldiery. 
The Turks, although professing the uthiosi contempt for the arts of 
their Christian neighbours, are compelled by the dread )f exlenni- 
natioa, to be iheir scholars in the art of war. The European powers 
were all forced to adopt the military tactics of ihe Prussians; and, 
when the violent agitation of the French revolution pressed every 
resource of science to the aid of (he armies of the republic, the ene- 
mies of France were obliged lo follow the example. 

This extensive application of science, and adaptation of fresh 
means and more am^le resources to military purposes, have made 
war fur more expensive now than in former limes. It is necessary 
iiow-a-days, to provide an army beforehand, with supplies of arms, 
ammunition, magazines of provision, ordnance, &.C., equal lo the con- 
sumption of one campaign at the least The invention of gunpowder 
has introduced the use of weapons more complex and expensive, and 
very chargeable in the transport, especially ihe field and battering 
trains. Moreover, the wonderful improvement of naval tactics, the 
variety of vessels of every class and construction, all reijuiring the 
utmost exertion of human genius and industry; the yards, docks, 
machinery, store-houses, &c. have entailed upon nations addicted to 
war almost as heavy an expense in peace, as in times of actual hos- 
tility ; and obliged lliem not only to expend a great portion of ihejr 
income, but to vest a great amount of capital likewise in military 
establishments. In addition to which, it is to be observed, thai the 
modern colonial system, that is to say, the system of retaining the 
sovereignty of towns and provinces in distant parts of the world, 
has made the European states open to attack and aggression in the 
most remote ciuarlers of the glol)e, and the whole world ilie theatre 
of warfare, wlien any of the leading powers are the belligerents.^ 

Wealth has, consequently, become as indispensable as valour lo 
the prosecution of modern warfare ; and a poor nation can no longer 
withstand a rich one. Wherefore, since wealth can be acquired 
only by industry and frugality, it may safely be predicted, that 
every nation, whose agriculture, manufacture, and commerce, shall 
be ruined by bad government, or exorbitant taxation, must infalhbly 
fall under the yoke of its more provident neighbours. We may 
further conclude, that henceforward national strength will accom- 
pany national science and civilization ; for none but civilized nations 
can maintain considerable standing armies ; so that there is no reason 
to appreliend the future recurrence of those sudden overthrows of 
civilized empires by the influx of barbarous tribes, of which history 
aflbrds many examples. 

War costs a nation more than its actual expense; it costs besides, 
all that would have been gained, but for its occurrence, 

When Louis XIV. in 1073, resolved in a fit of passion, lo chas- 

*Ii hsH been cnlculated that every Bolilier, brought into Ihe field by Grett 
Brita.in, during het lost wur'with America, coat her twice as mucli tia one on the 
iMjntinent of Europe. And tJie other charges of w&rfare must of couree be ag- 
eravated bf Ihe distance in an equal ralio. 
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tise the Dutch for the insolence of their newspaper writers, Boreel, 
the Dutch ambassador, laid before him a memorial showing that 
France through the medium of Holland, sold produce annually to 
foreign nations, to the amount of sixty millions /r. at the then scale 
of price; which will fall little short of 120 millions (22,000,000 of 
dollars) at the present But the court treated his representations as 
the mere empty bravado of an ambassador. 

To conclude : the charges of war would be very incorrectly esti- 
mated, were we to take no account of the havoc and destruction it 
occasions ; for that one at least of the belligerents, whose territory 
happens to be the scene of operations, must be exposed to its 
ravages. The more industrious the nation, the more Joes it suffer 
from warfare. When it penetrates into a district abounding in agri- 
cultural, manufacturing, and commercial establishments, it is tike a 
fire in a place full of combustibles ; its fury is aggravated, and the 
devastation prodigious. Smith calls the soldier an unproductive 
labourer; would to God he were nothing more, and not a destruc- 
tive one into the bargain ! he not only adds no product of his own (a) 
to the general stock of wealth, in return for the necessary subsist- 
ence he consumes, but is often set to work to destroy the fruits of 
other people's labour and toil, without doing himself any benefit 

The tardy, but irresistible expansion of intelli^nce will probably 
operate a still further change in external political relations, and with 
it a prodigious saving of expenditure for the purposes of war. 
Nations will be taught to know that they have really no interest in 
fighting one another; that they are sure to suffer all the calamities 
incident to defeat, while the advantages of success are altogether 
illusory. According to the international policy of the present day, 
the vanquished are sure to be taxed by the victor, and tiie victor by 
domestic authority : for the interest of loans must be raised by tax- 
ation. There is no instance on record, of any diminution of 
national expenditure being efTected by the most successful issue of 
hostilities. And, what is the glory it can confer more than a mere 
toy of the most extravagant price, that can never even amuse 
rational minds for any length of time ? Dominion by land or sea 
will appear equally destitute of attraction, when it comes to be 
generally understood, that all its advantages rest with the rulers, and 
that the subjects at large derive no benefit whatever. To private 
individuals, the greatest possible benefit is entire freedom ot inter- 
course, which can hardly be enjoyed except in peace. Nature 
prompts nations to mutual amity; and, if their governments take 
upon themselves to interrupt it, and encage them in hostility, they 
are equally inimical to their own people, and to those they wa^ 
against If their subjects are weak enough to second the ruinous 
vanity or ambition of their rulers in this propensity, I know not 

(a) This is too generally expressed. Where security frora external attack is 
ooly to be had by means of a professional soldiery, the soldier is a productive 
ailfent — productive of the immaterial product, security from external attack, thac 
which, under certain circumstances, none can be more valuable. T. 
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how to distinguish such egregious folly and absurdily, ft im thai of 
the bniles ihal are trained to fight and tear each olJier lo pieces, for 
the mere amusement of their savage masters. 

But human intelligence will not st.ind still; the same impulse that 
has hitherto borne it onwards, wili continue to advance it yet further.* 
The very circumstance of the vast increase of expense attending 
national warfare has made it impossible for governments henceforth 
to engage in it, without the public assent, express or implied i and 
that assent will be obtained with the more dithcutty, in proportion as 
the public shall become more generally acquainted with their real 
interest The national military establishment will be reduced to 
what is barely suflicieut to repel external attack ; for which purpose 
little more is necessary, than a small body of such kinds of troops as 
can not be had without long training and exercise; as of cavalry and 
artillery. For the rest, nations will rely on their militia, and on the 
excellence of their inlernal poUty : for it is next to impossible to 
conquer a people unanimous in their attachment to their national 
inslilutions ; and their attachment will always be proportionate to 
the loss they will incur by a change of domination.f 

0/tkf Chargr.3 if Public Inilniction. 

Two questions have been raised in political economy; 1. Whether 
the public be interested in the cuhivation of science in all its 
branches'! 2. Whether it be necessary, that the public should be at 
the expense of teaching those branches, it has an interest in cultivat- 
ing^ r 

whatever be the position of man in society, he is in constant de- 
mdence upon the three kingdoms of nature. His food, his clothing, 
s medicines, every object eitiier of business or of pleasure, is sub- 
ject to fixed laws; and the better those laws are understood, the 
more benefit will accrue to society. Every individual, from the 
common mechanic, that works in wood or clay, to the prime minis- 
ter that regulates with the dash of his pen the agriculture, the breed- 
ing of cattle, the minins, or the commerce of a nation, will perform 
his business the hotter, the better he understands the nature of things, 
and the more his understanding is enlightened. 

For this reason, every advance of science is followed by an in- 

•ThoBB who deny Ihp prosrosaive inflaence of human reaagn must have 
studied history lo very little purpose. The perfidy niid cruelty of war hsve coa- 
Hiiternbly nbated, in Europe, more than in Asia or America, and moet of all 
HHKinifiit the moBt pnlislied of the European nations. The ungeneroua character 
of some recent military cntcrpriECs roused so much public indignatim, m to 
inako them recoil upon the projectors with ruinous violence. 

f I am here iipcnking- of the only sure reliance in nn enlightened tige. A peo- 
ple, that has nothinjf to lose by a chaniie of dominntioTi, may defend itself wilti 
the most determined gallantry. The Slussulmnn will nish on certain deitnic- 
tion, in deleni^c of a prince and a &ith, (hat arc neither of them worth delendin^ 
Tlut political and rciijrinus prejudice will sooner or later (all Co the ground ; ani 
Iiave mankind to seek lot some more icBsonable object of devotion. 
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crease of social happiness. A new application of the lever, or of the 
power of wind or water, or even a niethod of reducing the friction 
of bodies, will, perhaps, have an influence on twenty difiercnt arts. 
An uniformity of weights and measures, arranged upon mathematical 
principles, would be a benefit to the whole commercial world, if it 
were wise enough to adopt such an expedient. An important dis- 
covery in astronomy or geology may possibly afibrd the means of 
ascertaininff the longitude at sea with precision, which would be au 
immense advantage to navigation all over the world. The naturali- 
sation in Europe of a new botanical genus or species might possibly 
influence the comfort of many millions of individuals.* 

Among the numerous classes of science, theoretical and practical, 
which it IS the interest of the public to advance and promote, there 
ftre fortunately many, that individuals have a personal interest in 
. pursuing, and which th^ public, therefore, is not called upon to pay 
the expense of teaching. Every adventurer in any branch of indus- 
try is urged most strongly by self-interest to learn his business and 
whatever concerns it The journeyman gains in his apprenticeship, 
besides manual dexterity, a variety of notions and ideas only to be 
learnt in the work-shop, and which can be no otherwise recom|X)nscd, 
than by the wages he will receive. 

But it is not every degree or class of knowledge, that yields a 
benefit to the individual, equivalent to that accruing to the public. 
In treating abovef of the profits of the man of science, I have shown 
the reason, why nis talents are not adequately remunerated; yet 
theoretical is quite as useful to society as practical knowledge ; for 
how could science ever be applied to the practical utility of mankind, 
unless it were discovered and preservea by the theorist? It would 
rapidly degenerate into mere mechanical habit, which must soon 
decline ; and the downfall of the arts would pave the way for the 
return of ignorance and barbarism. 

In every country that can at all appreciate the benefits to be de- 
rived from the enlargement of human faculties, it has been deemed 
by no means a piece of extravagance, to support academies and 
learned institutions, and a limited number of very superior schools, 
intended not as mere repositories of science, and of'^the most approved 
mode of instruction, but as a means of its still further extension. 
But it requires some skill in the management, to prevent such csta- 
Uishments from operating as an impediment, instead of a further- 
ance, to the progress of knowledge, and as an obstruction rather than 
as an avenue to the improvement of education. Long before the 
revolution, it had become notorious, that most of our French univer- 
sitiei had been thus perverted from the intention of their founders. 

* Should the expected sncccss attend the attempt to naturaliRe in Europe the 
fltx of New Zealand, which is frreatly superior to that of Europe in tiic leni^cli 
wad delicacy of the fihre, as well as in the abundance of the crop, it is posttibio 
that fine linen may be produced at the rate now paid for the coarsest quality; 
which would greatly improve the cleanliness and health of the lower classes. 

t Bwk EL chap. 7. sect 2. 

87 dE 
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All the principal discoveries were made elsewhere; and most of 
them had to encounter the weight of [heir influence over the rising 
gencrotion and credit with men in power.»(l) 

From this example, we may see how dangerous it is, to entrust 
them wilh any discretionary control. If a candidate presents him- 
self for examination, he must not be referred lo teachers, who are 
at the same time judges and interested parlies, sure lo think well of 
iheir own scholars, and ill of those of eveiy body else. The merit 
of the candidate should alone decide, and not the place where he 
happens to have studied, nor the ienglh of his probation; for lo oblige 
a student in any science, medicine for instance, lo learn it at a par- 
licular place, is, possibly, to prevent his learning it better ebewhere; 
and, to prescribe any fixed routine of studv, is, possibly, to prevent 
his fixing a shorter road. Moreover, in deciding upon comparative 
merit, there is much unfairness to be ap]>rehcnded from the esprit de 
corps of such communities. 

lincoura gome lit may, wilh perfect safely, be Jield out to a mode 
nf instruction of no small eflicacy; I mean, the composition of good 
elcmenlaryt works. The reputation and profit of a good book in 

• What waa denominalctl an Universilj, under the reign of Napoleon, was i 
i<till more miEcliJevoiis JnEtitutLon ; being', in fact, but a most expensive and vexa- 
tious contrivance, for dypravinff the intellectual fnculties of the risinp genera- 
lion, by EubslilutinfT, in the place of just and corr(?ct notions of things, opiniona 
calculated to porpeluitc the political slavery of their country. 

f Under this head, I would include, the fundamental parts of knowledge in 
D^'e^y department, and the familiar instruclion adapted to each specific culbg', 
respectively ; such as would impart at a cheap rate to the hatter, the met&l- 
luunder, the potter, the dyer, &c., the general principles of their respective arts. 
Works of this kind keep up a constant cliariijcl of communication betweea the 
practical and theoretical brunches, and enable them to profit mutually by eac*! 
otiier's experience. 

(1) ["It is chiefly," observes DircALii Stewart, "in judging of questions 
cominf; home to their business and boEoma, that casual associations le«d mankind 
astray ; and of such associations, how incalculable is llie number arisinj; from 
fulse nystcms of religion, oppressive Ibrms of Rovemment, and absurd plana ol' 
education. Tlic conseiiucncc i^, tliat while the physical and mathematical dis- 
coveries of fornier ajcs present themselves to the hand of the historian, like 
iiiasseaof pure and native goli!, the truths which we are here in quest of may be 
compared to iron, which although al once the most necessary and the meet widely 
ilifliised of all tlie metal?, commonly requires a discriminating eye to delect itf 
cKislence, and a teiiious aa well as nice process, to extract it from the ore." 

" To the same circunistancc it is owing, that improvementa in Moral and in 
Political Science do not strike the iinno'inHlion with nearly so great force u the 
dit^overies of the Mathematician or of the Chemist. When aj 



^slroyed by extirpating the casual associations on which it was grafted, 
how powerful is the new impulse g-iven to the intellectual faculties of man! 
Yet how slow and silent the process by which the eSect is accomplished! 
Were it not, indeed, for a certain class of learned authors, who, from lime lo 
time, heave the log into the deep, we should hanlly believe that the reason of 
the species is profrressive. In this respect, the religioiia and academical ectab- 
lifhinenta in sonie parts of Europe are not without their use lo the historian 
of tii>> human mind. Immovably moored to the some etotioa by the stranglh of 
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this class do not indemnify the labour, science, and skill, requisite to 
its composition, (a) A man must be a fool to serve the public in this 
Une where the natural profit is so little proportioned to the benefit 
derived to the public. The want of good elementary books will 
never be thoroughly supplied, until the public shall hold out tempta- 
tions, sufficiently ample to engage first-rate talents in their compo- 
iitioik It does not answer to employ particular individuals for the 
express purpose ; for the man of most talents will not always suc- 
ceed the best: nor to oflfer specific premiums; for they are oflen 
bestowed on very imperfect productions, and the encouragement 
ceases the moment the premium is awarded. But merit in tms kind 
should be paid proportionately to its degree, and always liberally. 
A good work wUl thus be sure to be superseded by a better, till per- 
fection is at last attained in each class. And I must observe, by the 
way, that there is no great expense incurred by liberally rewarding 
excellence ; for it must always be extremely rare ; and what is a 
great sum to an individual, is a small matter to the pockets of a 
nation. 

These are the kinds of instruction most calculated to promote 
national wealth, and most likely to retrograde, if not in some measure 
supported by the public There are others, which are essential to 
the softening of national manners, and stand yet more in need of 
that support. 

When the useful arts have arrived at a high degree of perfection, 
and labour has been very generally and minutely subdivided, the 
occupation of the lowest classes of labourers is reduced to one or two 
operations, for the most part simple in themselves, and continually 
repeated : to these their whole thought and attention are directed; 
and from them they are seldom diverted by any novel or unforeseen 
occurrence: their intellectual faculties, being rarely or never called 
into play» must of course be degraded and brutified, and themselves 
rendered incapable of uttering two words of common sense out of 
their peculiar line of business, and utterly devoid of any generous 
ideas or elevated notions. Elevation of mmd is generated by enlarg- 
ed views of men and things, and can never exist in a being incapa- 
ble of conceiving the general bearings and connexions of objects. A 
plodding mechanic can conceive no connexion between the inviola- 
oility of property and public prosperity, or how he can be more 
interested in tliat prosperity, than nis more wealthy neighbour ; but 
is apt to consider all tnese important benefits as so many encroach- 
ments on his rights and happiness. A certain degree of education, 

(«) This can only be true where the demand for such works is limited. In 
Enfflaiid, works of instruction are probably amon^t the most profitable to the 
aBtbom T. 



tbeir ctfbles, and the weight of their anchors, they enable him to measure the 
lapiditj of the current by which the rest of the world are borne alon^r.** 

Vide Pi tface to StewarVs DUsertatUnii^ p. 28, Boston ediiion.] 

Ahbuoaji Editor 
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of reading, of rcfleclion while at work, and of inlercourse with per- 
sons of his own condition, will open his mind lo these conceptions, 
as well as introduce a little more delicacy of feeling into hia conduct, 
as a father, a husband, a brother, or a citizen. 

Bill, in the vast machinery of national production, the mere ma- 
nual labourer is so placed, as to earn little or nothing more than a 
Iwrc subsistence. The most he can do is, to rear his young family, 
and bring them up to some occupation : he cannot be expected to 
give them that education, which we have supposed the well-beiDg of 
society to require. If the community wish to have the benefit of 
more knowledge and intelligence in the labouring classes, it must 
dispense it at the public charge. 

This object may be obtained by the establishment of primary 
* schools, of reading, writing, and arithmetic. These are Ihe ground- 
work of alt knowledge, and are quite sufficient for the civilization of 
the lower classes. In fact, one can not call a nation civilized, nor 
consequently possessed of the benefits of civilization, until the peo- 

Clc at large bo instructed in these three particulars : till then it will 
E but partially reclaimed from barbarism. With the help of these 
advantages alone, it may safely be allirmcd, that no transcendent ge- 
nius or superior mind will long remain in obscurity, or be prevented 
from displaying itself to the infinite benefit of the community. 
The faculty of reading alone, will, fur a few dollars, put a man in pos- 
session of all that eminent men have said or done, in Ihe line to 
which Ihe bent of genius impels. Nor should the female part of the 
creation be shut out from this elementary education ; for the public 
is equally interested in their civilization; and they are indeed the 
first, and often the only teachers of the rising generation. 

It would be the more unpardonable in governments lo neglect the 
business of education, and abandon to ificir present ignorance the 
great majority of the population in those nations of Europe, that 
pretend to the character of refinement and civilization, now that the 
improved methods of mutual instruction, that have been tried with 
such complete success, afford a ready and most economical means of 
universally diffusing knowledge amongst the inferior classes.* 

* Accordinu to the new method, introduced by Ijincaster, and perfected hj 
ButKTiiuent tcaclier?, a single Tiiii«tcr with vptjt little aid of books, pens, or paper, 
cttii rapidly and efTecluitlly tcacli readinfj, writing, and vulvar arithmetic, to fi»8 
□r e'\x hundred schnlara at a time. This truly economical result is produced, 
by taking advantage of the slightCBt auperiority of intelligence of one abora 
another, and directin(f the motive of emulation, natural to the human breast, 
towards an useful object. A large achool ia commonly divided ioto forms, cod- 
aiiitiiie' each of ei{;lit children, as nearly equal in advancement as puf^ible, and 
instructed by a child aomewhat more advanced, called the MooiLor. Tbeaa 
forms again are divided into eitrht clasacfl ; of which the lowest learns to pro- 
nounce the letters of the alpliabet, and to trace their Hgurea rudely with the 
finger upon sand spread out upon a flat board; and the liichostia able to write upon 
paper, and to practise the four rules of arithmetic. The children of each (onn 
»re ranged nc^rding to their progress ; and whoever cannot give the answer, ia 
immeiliHtel) superseded by a more apt scholar. As soon as a child is perfected 
in one clastv he is tiaDsferred to the next in degree. The Icfleoni are recvired, 



nur VL ON CONSUMPTION. 437 

Thus, none but elementary and abstract science, — ^the highest and 
the lowest branches of knowledge, are so much less favoured in the 
natural course of things, and so little stimulated by the competition 
of demand, as to require the aid of that authority, which is created 

Kurposely to watch over the public interests. Not that individuals 
ave no interest in the support and promotion of these, as well as of 
the other, Branches of knowledge ; but tliey have not so direct an 
interest,— the loss occasioned by their disappearance is neither so 
immediate nor so perceptible ; a flourishing empire might retrograde, 
until it reached the confines of barbarism, before individuals had 
observed tlie operating cause of its decline. 

I would not be understood to find fault with public establishments 
for purposes of education, in other branches than those 1 have been 
describing. I am only endeavouring to show, in what branches a 
nation may wiselv, and with due regard to its own interest, defray 
the charge out of the public purse. Every diffusion of such know- 
ledge, as is founded upon fact and experience, and does not proceed 
upon dogmatical opinions and assertions, every kind of instruction, 
that tends to improve the taste and understanding, is a positive good ; 
and, consequently, an institution calculated to diffuse it must be ben- 
eficiaL But care must be taken, that encouragement of one branch 
shall not operate to discourage another. This is the general mis- 
chief of premiums awarded by the public ; a private teacher or in- 
stitution will not be adequately paia, where the same kind of in- 
struction is to be had for nothing, though, perhaps, from inferior 
teachers. There is, therefore, some danger, that talent may be 
superseded by mediocrity; and a check bo given to private exertions, 
from which the resources of the state might expect incalculable 
benefit 

The only important science, which seems to me not susceptible 
of being taught at the public charge, is that of moral philosophy, 
which may be considered as either experimental or doctrinal. The 
former consists in the knowledge of moral qualities, and of the 
chain of connexion between events dependent upon human will; 
and forms indeed a part of the study of man, which is best pursued 
by social converse and intercourse. The latter is a series of max- 
ims and precepts, possessing very little influence upon human con- 
duct, which is best guided in the relations of public and of private 
life, by the operation of good laws, of good education, and of good 
example.* 

■ometimet in a sitting posture, and sometimes upright, with slates affixed to the 
walls. The instruction is thus always accommodated to the age and faculties of 
the child ; it necessarily arrests and rewards his attention ; and involves thai 
persona] activity, essential to the infant frame. The whole is conducted in a 
mgle apartment, and usually under the superintendence of a single roaster or 
mistress. The general adoption of Lhirj method will probably be tor some time 
.ipposed by custom and prejudice; but its utility and conformity to the order of 
^uture will ensure its ultimate and universal prevalence. 

* I am strongly disposed to say the same of logic. Were nothing taught, but 
• thai is consistent with truth and goud sense, logic would fi>llow of ittelf an a 
87» 
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The sole encouragement to virtue and good conduci, thct can be 
relied on, is, the interest that every body has in discovering and em- 
ploying no persons but those of good character. Men tlie most ii»- 
ilependent in their circumstances want something more to make 
tlicin happy; that is to say, the general esteem and good opinion of 
liicir Iblluw-creatures; and these can only be acquired by puttinz 
on the appearance at least of estimable qualities, which it is much 
easier to acquire than to simulate. The influence of the sovereign 
or ruling body, upon the manners of the nation, is very extensive, 
because it employs a vast number of people ; but it operates less ben- 
eficially than that of individuals, because it is less interested in em- 
ploying none but (.lersona of integrity. If to its lukewarmness in 
this particular be added, the example of immorality and ccntempl 
for honesty and economy too frequently held out to people by their 
rulers, the corruption of national morals will be wonderfully accele- 
rated.* But a nation may be rescued from moral degradat'on by 
the re-action of opposite causes. Colonies are, for the most part, 
composed of by no means the most estimable classes of the mother- 
country: in a very short time, however, when the hopes of return 
are wholly abandoned, and the settlers have made up their minds 
to pass the rest of their lives in their new abode, they gradual'y feel 
the necessity of conciliating the esteem of their fellow- citizen*, and 
the morals of the colony improve rapidly. By morals, I meiin the 
general course of human conduct and behaviour. 

These are the causes, that have a positive influence upon nadonal 
moralily. To these must be added, the effect of education in ^ne- 
ral, in opening the eyes of mankind to their real interests, and soft- 
ening the temper and disposition. 

Religious instruction ought, strictly speaking, to be defrayed by" 
the respective religious communions and societies, each of «htcn 
regards the opinions of the rest as heretical, and naturally revo'ls at 
the injustice of contributing to <hc propagation of what it deems 
erroneous, if not criminaL 

Of the Charges of FuUi'ft Btncvolent Insliluliont. 
It has been much debated, whether individual distress has any 
title to public relief. I should say none, except inasmuch as it is 
an unavoidable consequence of existing social institutions. If iiiir- 

mnltcr of coursi: : all the tenchins in tin? world will never make a mnn & food 
riinsoner, wlioac nolions and iilpas of ttjin;^ are unsouni) and erroneous ; tind, 
willi the fbiindntion of Just notions, he will require no teachinjr to make liim 
rtiason well. Just idcna of thin^ arc only to be ocquirei! by attentive examina- 
lion; by takin;; account of every pnrtic^iilar conc^ernins tliein, «iul of nothbg but 
what concerns Ibem; which is the object of all knowledge in general, sod hj no 
moans of logic alone. 

* The bod example ofn vicious prince ia of the moet fatal tendency ; it is ntto 
rious to all the world, and prelected and abetted by public authority ; and it 'a 
Mure to be reflected by the fiubscrvieiice of courtiers to the extreme point of iiii^ 
tBtivc servility. 
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mity and want be ttie eflfect of the social system, they have a title 
to public relief: provided always, that it be shown, that the same 
system affords no means of prevention or cure. But it would be 
foreign to the matter to discuss the question of right in this place. 
All we need do is, to consider benevolent institutions with regard to 
their nature and consequences. 

When a community establishes at the public charge any institu- 
tion for benevolent purposes, it forms a kind of saving-bank, to 
which every member contributes a portion of his revenue, to entitle 
him to claim a benefit, in the event of accident or misfortune. The 
wealthy are generally impressed with an idea, that they shall never 
stand in need of public charitable relief; but a litde less confidence 
would become them better. No man can reckon in his own case 
upon the continuance of good fortune, with as much certainty as 
upon the permanence of wants and infirmities ; the former may desert 
turn; but the latter arc inseparable companions. It is enough to 
know, that good fortuiv^ is not inexhaustible, to infuse an apprehen- 
sion that it may some day or other be exhausted : one has but to 
look round, and this apprehension will be confirmed by the experi- 
ence of numbers, whose misfortunes were to themselves quite unex- 
pected. 

Hospitals for the sick« almshouses and asylums for old age and 
infancy, inasmuch as they partially relieve tne poorer classes from 
the cheurge of maintaining those who are naturally dependent on 
them, and thereby to allow population to advance somewhat more 
rapidly, have a natural tendency a little to ckspress the wages of 
labour. That depression would be greater still, if such establish- 
ments should be so multiplied, as to take in all the sick, aged, and 
infants of those classes, who would then have none but themselves 
to provide for out of their wages. If they were entirely done away, 
there woukl be some rise of wages, although not suflictent to main- 
tain so larffe a labouring population, as may be kept up with their 
help; for the demand for their labour would be somewhat reduced 
by the advance of its price. 

From these two extreme suppositions, we may judge of the efiect 
of those efforts to relieve indigence, which all nations have made in 
some degree or other; and see the reason, why the distress and 
relief go on incFeasing together, although not exactly in the same 
ratia 

Most nations preserve a middle course between the two extremes, 
affording public relief to a part only of those, who are helpless from 
age, infancy, or casual sickness. Of the rest they endeavour to lid 
themselves in one of two ways ; either by requiring certain qualifi- 
cations in the applicants, whether of age, of specific disease, or, 
perhaps, of mere interest and favouritism ; or by limiting narrowly 
the extent of the relief, giving it upon hard terms to the applicants, 
or attaching some degree of shame to the acceptance.* 

* At Pans, the liinitatioa of rdief afforded by the Hospice de$ IneurabU$^ and 
of PeiiieM Maittnu^ of SL Loui$^ of Chariie^ and man/ others is of the 
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It is a iistrcssing reflection, that there nre no other methods of 
confining the number of applicants for relief within the means 
availaoLe to the community, except the od'er of hard conditions, or 
the want of a patron. It were to be desired, that asylums of the 
more conkfortablc class, instead of favouritism, should be o)>en to 
unmerited misfortune only; aiid that, to prevent impioper nomina- 
tions, the pretensions of the candidate should be ascertained by Uie 
inijucst of a jury. The rest can probably be protecled from too 
great an influx of indigence, by no other means consistent with hu- 
manity, except the observance of severe, tliough impartial, discipline, 
suliicient to invest them with some degree of terror. 

This evil does not apply to the asylums devoted to invalid soldiers 
and sailors. The qualificaiion is so plain and intelligible, that the 
doors ought to be shut against none who are possessed of it ; and 
the comforts of the institution can never increase tfie number of 
applicants. Their bdng nursed in the public asylums with the same 
diiine^lic care and comfort, as are to he found in the homes of per- 
sons in the same class of hfe, and indulged in repose, and some even 
of the whims of ol9 age, will undoubtedly somewhat enhance the 
charge, that is to say, so far as it might prolong lives, that other- 
wise might full a sacrilice to wretchedness; but this is the utmost 
increase of charge; and it is one, that neither patriotism nor hu- 
manity wilt grudge.* 

The houses of industry, that are multiplying so rapidly in America, 
Holland, Germany, and France, are noble and excellent institnlions 
nf public benevolence, 'ITiey are designed to provide all persons of 
sound health with work according to iheir respective capacities; 
some of them arc open to any worErnan out of employ, that chooses 
to apply ; others are a kind of houses of correction, where vagrants, 
beggars, and offenders, are kept to work for fixed periods: Con- 
victs have sometimes been set to hard labour in their respecti\-e 
vocations, durinij their confinement; wlicreby the pubiic has been 
wlioily or partially relieved from the cliarge of keeping up gaols, and 
a mcihod cojttrived for refonnJng the morals of the cnminals. and 
reiideriiiT tlieni n Mi-^^ln:;', instead of a curse, to society. 

Indv'', !■ ■■, . ' ;' !■ ^!iini'nts can hardly be reckoned among the 
items Ml ; . ' ,; ■■: (or, the moment their production equals 

their r. iii , lue no longer ai. incumbrance to ar>y body. 

They .'II ■. . 1, I eiiciit in a dense population, where, amidst 

f^rniiT kii. ^ ■■■:-■ !,-> the Ilntrl-Dieu, Bicitrf, SahpefriSrt, and £»• 

foiis-Tr'^r. ■, ;,i |. . ; I-. ii limilalion of the lattCT kind. As the nyatberof 

■p]jliciiiiinliili .ju.ili;y..-,Li;x (uliLiisBion in the establishment firet mentioned atwtji 
cxeeeiia their cupacily, theclioiccinuBtnUimslelybe decided byfavimr or ioteresL 
' Yet it ill well worth considenilion, whctlier it he not more lo the ^vantage, 
both fif the Btnto and of its peiMioners, lo maintnin them at their own homes 
upon a. ti.itxl income, or to boart them out with iridividuBla. The Abbe de St. 
Pierrf, wlmse mind was ever actively at work for the public good, has estimated 
the charge cirmniiitainin|;tbeinVBlida in their aumptuoua eEtablisbment at Parts, 
lo be three times as much as that of their maintenance at tbeii reepectiva hmm^ 
AanaUi Potil. p. 20!). 
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the vast variety of occupations, some must unavoidably be in a state 
of temporary inaction. The perpetual shiflings of commerce, the 
introduction of new processes, the withdrawing of capital from a 
productive concern, accidental fire, or other calamity, may throw 
numbers out of employment ; and the most deserving individual 
may, without any fault of his own, be reduced to the extreme of 
want In these institutions, he is sure of earning at least a subsist- 
ence, if not in his own line, in one of a similar description. 

The crand obstacle to such establishments is, the great outlay of 
capital wey require. They are adventures of industry, and as such 
must be provided with a variety of tools, implements, and machines, 
besides raw material of different kinds to work upon. Before they 
can be said to maintain themselves, they must earn enough to pay 
the interest of the capital embarked, as well as their current ex- 
penses. 

The favour shown them by the public authority, in the gratuitous 
supply of the capital and buildings, and in many other particulars, 
ixrould make them interfere with private undertakings, were they not 
subject, on the other hand, to some peculiar disadvantages. They 
are obliged to confine their operations to such kinds of work, as sort 
with the feebleness and general inferiority in skill of the inmates, 
and can not direct them to such as may be most in demand. More- 
over, it is in most of them a matter of*^ regulation and police, to lay 
by always the third or fourth part of the labourer's wages or earn- 
ings, as a capital to set him up, on his quitting the establishment : 
this is an excellent precaution, but prevents their working at such 
cheap rates, as to drive all competition out of the market 

Although the honour, attached to the direction and management 
of institutions of public benevolence, will generally attract the 
gratuitous service of the affluent and respectable part of the com- 
munity, yet, when the duties become numerous and laborious, they 
are commonly discharged by gratuitous administrators with the 
most unfeeling negligence. It was probably by no means wise, to 
subject all the hospitals of Paris to a general superintendence. At 
London, each hospital is separately administered ; and the whole are 
jpnanag^ed with more economy and attention in consequence. A 
laudable emulation is thereby excited amoni^ the managers of rival 
establishments ; which affords an additional proof of the practicabi- 
iity and benefit of competition in the business of nublic administra- 
li<Hi. 

0/ the Charges of Public Edifices and Works. 

I shall not here attempt to enumerate the great variety of works 
requisite for the use of the public ; but merely lay down some gene- 
ral rules, for calculating their cost to the nation. It is often impos 
Bible to estimate with any tolerable accuracy the public benefit de- 
rived from them. How is one to calculate the utility, that is to say, 
the pleasure, which the inhabitants of a city derive from a public 

3F 



442 ON CONSUMPTION. Boob HL 

terrace or promenade! It is a positive benefit to have, within an 
easy distance of the close and crowded streets of a populous town, 
some place where the population can breathe a pure and wholesome 
atmosphere, and lake health and exercise, under the shadt^ of a 
grove, or with a verdanl prospect bcliDre the eye ; and where school- 
boys can spend Iheir hours of recreation; yet this advaatige il 
woidd be impossible to set a precise value upon. 

TTie amount of its cost, however, may be ascertained or eslin aled. 
The cost of every public work or construction consists : — 

1, Of the rent of the surface whereon it is erected; which rent 
amounts to what a tenant would give to the proprietor, 

3. Of the interest of the capital expended in the erection. 

3. Of the annual charge of maintenance. 

Sometimes, one or more of these items may be curtailed. When 
the soil, whereon a public work is erected, will fetch nothing Irom 
either a purchaser, or a tenant, the public will be charged with 
notliing in the nature of rent ; fur no rent could be got if the spot 
had never been built on. A bridge, for instance, costs nothing out 
the interest of the capital expended in its construction, ana the 
annual charge of keeping it in repair. If it be suffered to fall into 
decay, ihc public consumes, annually, the agency of the capital 
vested, reckoned in the shape of interest on the sum expended, and, 

gradually, the capital itself, into the barj'ain; for, as soon as the 
ridge ceases to be jiassabie, not only is the agency or rent of the 
capital lost, hut the capital is gone likewise. 

Supposing one of the dikes in Holland to have cost in the outset, 
20,000 dollars ; the annual charge on the score of interest, at 5 | er 
cent., will be 1000 dollars; and. if it cost GOO dollars more in the 
keeping it up, the total annual charge will be 1000 dollars. 

The same mode of reckoning may be applied to roads and cans h. 
If a road be broader than necessary, there is annually a loss of tlie 
rent of all the superfluous land it occupies, and, besides, of all llie 
additional charge of repair. Many of the roads out of Paris aie 
180 feet wide, including the unpaved part on each side; whereas, a 
breadth of 60 feet would be full wide for all useful purposes, ai d 
would be quiic magnificent enough, even for the approacltes to \ 
great mcTrojwIis. The surplus is only so much useless splendoui ; 
indeed, I hardly know how to call it so ; for the narrow pavemei t 
in the centre of a broad road, the two sides of which are impassable 
the greater part of iJie 3'ear, Is an equal imputation upon the libel. 
alily. and upon the good sense and taste of the nation- It gives tt 
disagreeable sensation, to see so much loss of space, more particu- 
larly if it be badly kept. Il appears like a wish to have magnificent 
roads, wilnout having the means of keeping them uniform and in 
good condition ; like the palaces of the Italian nobles, that never feel 
liie effects of the broom. 

Be it as it may, on the sides of the road I am s[ieaking of, there 
IS a space of 130 feel, that might be restored lo cultivation ; Uiat is to 
say, 48 acres to the ordinary league. Add together die rent of the 
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fOfpIus land, the interest of the sum expended in the first cost and 
preparation, and the annual charge of keeping up the unnecessary 
space, which is something, badly as it is Kept up ; you will then 
ascertain the sum France pays annually for the very questionable 
honour of having roads too wide, by more than the half, leading to 
streets too narrow, by three- fourths.* 

Roads and canals are costly public works, even in countries where 
they are under judicious and economical management. Yet, proba- 
bly, in most cases, the benefits they aflbrd to the community far ex- 
ceed the charges. Of this the reader may be convinced, on reference 
to what has been said above of the value generated by the mere 
commercial operation of transfer from one spot to another,! and of, 
the general rule, that every saving in the charges of production is so 
much gain to the consumer.f Were we to calculate what would be 
the charge of carriage upon all the articles and commodities that now 
pass along any road in the course of a year, if the road did not exist, 
and compare it with the utmost charge under present circumstances, 
the whole difference that would appear, will be so much gain to the 
consamers of all those articles, and so much positive and clear net 
profit to the community. § 

Canals are still more beneficial ; for in them the saving of carriage 
is still more considerable. || 

Public works of no utility, such as palaces, triumphal arches, 
monumental columns, and the like, are items of national luxury. 
They are equally indefensible, with instances of private prodigality. 
The unsatisfactory gratification afforded by them to the vanity of the 
prince or the people, by no means balances the cost^ and often the 
misery they have occasioned. 



* With all this waste of space in the great roads of Francp, there are in none 
of them either paved or gravelled foot^ways, passable at all seasons, or stone 
tents, for the travellers to rest upon, or places of temporary shelter from the 
weather, or cisterns to quench the thirst; all which might be added with a very 
trUliog expense. 

I Book I. chap. 9. % Book II. chap. 3. 

i To say, that if Uie road were not in existence, the charge of transport could 
ntfter be to enormous as here suggested, because the transport would never take 
place at all, and people would contrive to do without the objects of transport, 
would be a strange way of eluding the arg^ument. Self-denial of this kind, 
e afe f ce d by the want of means to purchase, is an instance of poverty, not of 
wraith. The poverty of the consumer is extreme, in respect to every object he is 
thus made too poor to purchase ; and he becomes richer in respect to it, in pro- 
portion as its price or value declines. 

I In lien of canals, iron rail-roads from one town to another will orobably be 
one day constructed. The saving in the cost of transport would probably 
exceed the interest of the very heavy expense in the outset. Besides the addi- 
tional facility of movement, roads of this kind would remedy the violent jolting 
of imieengers and goods. Undertakings of such magnitude can only be proee- 
cated in countries where capital is very abundant, and where the government 
infpires the adventurers with the firm assurance of reaping themselves the profit 
of the adventore. 
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CHAPTER Vn. 

OF TEIE ACTL-AL CONTIKBUTORB TO PUBLIC C-OSaUMFTION. 

A roiiTiojir of llie objccis of public consumption have, in some ver^y 
rare inslanccs, been provided bv a private individual. We see occas- 
sional nets of privalQ munilicence, in the erection of a hospiial, ll»c 
laying out of a road, or of public gardens upon ihe land, and at the 
cos!, of an individual. In ancient limes, examples of this kind were 
more frequent, though much less meritorious. The private opulence 
of the ancients was commonly the fruit of domestic, or provin- 
cial, plunder and peculation, or perhaps Ihe spoil of a hostile nation, 
purchased, wilh the blood of fellow-citizens. Among the moderns, 
though such excesses do sometimes occur, individual wealth is, in the 

f;reat majority of cases, the fruit of personal industry and economy, 
n England, where there are so many institutions founded and sup- 
ported by private funds, most of the fortunes of the founders fliid 
supporters have been actjuired in industrious occupations. It re- 
quires a greater exertion of generosity to sacrifice wealth, acquired 
by a long course of toil and self-denial, than to give away what has 
been obtained by a stroke of good fortune, or even by an act of 
lucky temerity. 

Among the Romans, a further portion of the public consumption 
was supplied directly by the vanquished nations who were subjected 
to a tribute which the victors consumed. 

In most modern slates, Uiere is some territorial property vested, 
eiUier in the nation at large, or in the subordinate communities, cities, 
towns, and villages, which is leased out, or occupied directly by the 
public. In France, most of the public lands of tillage and pasturage, 
with their ajipurtenances, are let out on lease ; the government re- 
serving only the national forests under the direct administration of its 
agents. The produce of the whole forms a considerable item in the 
catalogue of public resources. 

But these resources consist, for the most part, of the produce of 
taxes levied upon the subjects or citizens. These taxes are some- 
limes national, that is, levied upon the whole nation, and paid into 
the general treasury of the state, whence the public national expendi- 
ture is defrayed; and sometimes local, or provincial, that is, levied 
upon the inhabitants of a certain canton or province only, and paid 
into the local treasury, whence are defrayed the local expenses. 

It is a principle of cquitj', that consumption should be charged to 
those who derive gratification from it ; consequently, those countries 
must be pronounced to be the best governed, in respect of taxation, 
where each class of inhabitants contributes in taxation proportionately 
to the benefit derived by it from the expenditure. 

Every individual and class in the community is benefitted by the 
central administration, or, in other words, the general govemtnent: 
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D likewise of the security afibrded by the Dational military estab 
.shment; for the provinces can hardly be secure from external 
ttackf if the enemy have possession of the metropolis, and can 
hence overawe and control them; imposing laws upon districts 
vbere his force has not penetrated, and disposing of the lives and 
property even of such as have not seen the face oi an enemy. For 
he same reason the charge of fortresses, arsenals, and diplomatic 
igeots is properly thrown upon the whole community. 

It would seem, that the aaministration of justice should be classed 
UDOoa the general charges, although the security and advantage it 
lfibr<» have more of a local character. When the nuigistracy of 
Bordeaux arrests and tries an offender, the public internal security of 
France is unquestionably promoted. The cnargc of gaols and court- 
houses necessarily follows that of the magistracy. Smith has ex- 
pressed an opinion, that civil justice should be defrayed by the liti- 
gating parties ; which would be more practicable than at present, 
were the judges in the appointment of the parties in each particular 
case, and no otherwise in the nomination of the public authority, 
than inasmuch as the choice might be limited to specified persons of 
approved knowledge and integrity. They would then be arbitra- 
tors, and a sort of equitable jurors, and might be paid proportion- 
ately to the matter in dispute without regard to tne length of the 
suit ; and would thus have an obvious interest in simplifying the 
process, and sparing their own time and trouble, as well as in 
attracting business by the general enuity of their decisions, (a) 

But local administration and local institutions of utility, pleasure, 
instruction, or beneficence, appear to yield a benefit exclusively to 
the place or district where they are situated. Wherefore, it should 
seem, that their expenses ought to fall, as in most countries they do, 
upon the local population. Kot but that the nation at large derives 
some benefit from good provincial administration, or institutions. A 
stranger has access to the public places, libraries, schools, walks, 
and hospitals of the district ; out the principal benefit unquestionably 
results to the immediate neighbourhood. 

It is good economy to leave the administration of the local re- 
ceipts and disbursements to the local authorities; particularly where 

(«) Our aatbor seems in this jmange to have become a convert to the opinioQ 
of Smith, in respect to the civil tribunals of a nation, from which he had ex- 
pwod his dissent, in former editions. Though arbitration may be a very good 
mode of settling civil suits, where the parties are both anxious to come to a set- 
tlement, and indeed is frequently resorted to, and should always be encoura^^ ; 
yet it ii manifest, that there must be a compulsory tribunal for the obstinate, or 
wfta c t o ry. And, since security of person and property is the main object of 
social institutions, it is but just, that invasion in a particular instance should be 
repeUod and deterred at the public charge. In strict justice, the invader shouM 
be held to make good the whole damage ; and so he is or ought to be, in tlie 
di^pe of costs, fine, damages, or otherwise. But it is not consistent with equity 
that the su^rer should he deterred from pursuing his claim, by superadding a 
proportion of the outlay upon the judicial establishments to the charge of wit* 
aemei and agents, which he must necessarily advance, and to the risk of :d» 
tbflity in the oelinquent, even in the event of ultimate success. T. 
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Ihey are appointed by those, whose funds they administer. Ther" ^ 
is much less waste, when the money is spent under the eye of tho sr ^ 
who contribute it, and wlio are to reap the benefit ; 1 des, the e^i^- 
pense is better proportioned to the ndvantage expeclefl. When oi^ < 
passes through a city or town badly paved ana ill-conditioned, c^r 
sees a canal or harbour in a state of dilapidation, one may conclud^^ 
in nine cases out of ten, that the authorities, who are to administer j- 
the funds appropriated to those objects, do not reside on the spot 

In this particular, small stales have an advantage over more exterj- 
sive ones. They have more enjoyment from a less expenditure upon 
objecis of public utility or amusement ; tiecause they are at hand to 
see that the funds, destined to the object, are faithfully applied. 



CHAPTER VIIL 

OF TAXATION. 



Of the Effect of all hinds if Taxation in general. 

Taxation is the transfer of a portion of the national products 
from the hands of individuals to those of the government, for the 
purpose of meeting the public consumption or expenditure. What- 
ever be the denomination it bears, whether lax, contribution, dutj', 
excise, custom, aid, subsidy,* grant, or free gift, it is virtually a bur- 
then imposed upon individuals, cither in a separate or corporate 
character, by the ruling power for the time being, for the purpose 
of supplying the consumption it inay think proper lo make at their 
expense ; in short, an impost, in the literal sense. 

It would be foreign lo the plan of this work, lo inquire in whom 
ihe right of taxation is or ought to be vesled. In the science of 
political economy, taxation must be considered as matter of fact, and 
not of right; and nothing furlher is to be regarded, than its nature, 

*What BviHfl it, for instance, thai taxation is imposed by consent of the peo- 
j>1e or their representativeti, if tbere exists in [he elate a power, that bj its acta 
can leave the people no nltemnlive but consenn De Lolme., in his Ettay on 
Ihe Kn^Ufk ConttUvtiem, says that [he right of the Crown to make war is na- 
gatory, while the people have the right of refusing the supplies for carrying it 
im. May it not be said, with much more truth, tha[ the right of the people to 
ileny the Eupplies is nugatory, when the crown has involied them in a predica- 
ment that makes consent a matter of necessity ^ The liberties of Great Britain 
have no real security, except in Ihe freedom of tlie press; which rests itself, 
lather upon the babilE and opinions of the nation, than upon legal enBCtmeots 
or judicinl decisions. A nation is free, when it is bent on freedom ; and the moct 
formidable obstacle to the establishment of civil liberty is the absence cf tba 
desire for iL 
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the source whence it derives the values it absorbs, and its effect upon 
national and individual interests. The province of this science ex- 
tends no further. 

The object of taxation is, not the actual commodity, but the 
▼aloe of the commodity, given by the tax-payer to the tax-gatherer. 
Its being paid in silver, in goods, or in personal service, is a mere 
accidental circumstance, which may be more or less advantageous to 
the subject or to the sovereign. The essential point is, the value of 
the silver, the goods, or the service. The moment that value is part- 
ed with by the tax-payer, it is positively lost to him ; the moment 
it is consumed by the government or its agents, it is lost to all the 
world, and never reverts to, or re-exists in society, This, I appre- 
hend, has already been demonstrated, when the general efiect ot pub- 
lic consumption was under consideration. It was there shown, that 
however the money levied by taxation may be refunded to the na- 
tion, its value is never refunded ; because it is never returned gra- 
tuitously, or refunded by the public functionaries, without receiving 
an equivalent in the way of barter or exchange. 

The same causes, that we have found to make unproductive con- 
sumption nowise favourable to reproduction, prevent taxation from 
at all promoting it Taxation deprives the producer of a product, 
which he would otherwise have the option of deriving a personal 
gratification from, if consumed unproductively, or of turning to 
profit, if he preferred to devote it to an useful employment One pro- 
duct is a means of raising anotlier ; and, therefore, the subtraction of 
a product must needs diminish, instead of augmenting, productive 
power. 

It may be urged, that the pressure of taxation impels the produc- 
tive classes to redouble their exertions, and thus tends to enlarge the 
national production. I answer, that, in the first place, mere exertion 
can not alone produce, there must be capital for it to work upon, and 
capital is but an accumulation of the very products, that taxation 
takes from the subject : that, in the second place, it is evident, that 
the values, which mdustry creates expressly to satisfy the demands 
of taxation, are no increase of wealth; for they are seized on and de- 
voured by taxation. It is a glaring absurdity to pretend, that taxa- 
tion contributes to national wealth, by engrossing part of the national 
Iiroduce, and enriches the nation by consuming part of its wealth. 
ndeed, it would be trifling with my reader's time, to notice such a 
fallacy, did not most governments act upon this principle, and had 
not well-intentioned and scientific writers endeavoured to support 
and establish it^ 

* Bf th6 flune reasoning it has been attempted to prove, that luxury and bar- 
ren coQflumptioo operate as a stimulus to production. Yet they are less mis- 
eliievoiis than taxation ; inasmuch as they redound to the personal gratification 
of the party himself: whereas, to use the expedient of taxation as a stimulatire 
to increased production, is to redouble the exertions of the community, for the 
sole parpoee of multiplying its privations, rather than its enjoyments. For, if 
incrieued taxation be applied to the support of a complex, overgrown, and oeten 
tBtions ioteroal administration, or of a superfluous and disproportionate military 
istibJirfmient, that inay act as a drain of individual weami, and of the flowp* 
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If, from the circumstance, that the nations most grievously taxed 
ore those most abounding in wealth, as Great Britain, for example, 
we are desired to infer, that their superior weahh arises from their 
heavier taxation, it would be a manifest inversion of cause and efiect 
A man is not rich, because he pays largely ; but he is able to pay 
largely, because he is rich. It would be not a little ridiculous, if a 
man should think to enrich himself by spending largely, because he 
sees a rich neighbour doing so. It must be clear, that the rich man 
spends, because he is rich ; but never can enrich himself by the act 
of spending. 

Cause and effect are easilj- distinguished, when they occur in suc- 
cession ; but are often confounded, when the operation is coatiououa 
and simultaneous. 

Hence, it is manifest, that, altliough taxation may be, and ofien is, 
productive of good, when the sums it absorbs are properly applied, 
yet, the act of levying is always attended with niiscnief in the outset. 
And this mischief good princes and governments have always en- 
deavoured to render as inconsiderable to their subjects as possible, by 
the practice of economy, and by levying, not to the full extent of 
ihc people's ability, but to such extent only as is absolutely una- 
voidable. That rigid economy is the rarest of princely virtues, is 
owing to the circumstance of the throne being constantly beset with 
individuals, who are interested in the absence of it; and who are al- 
ways endeavouring, by the most specious reasoning, to impress the 
conviction, that magnificence is Conducive to public prosperity, and 
that profuse public expenditune is beneficial to the slate. It is the 
object of this third book to expose the absurdities of such r^re- 
scn tat ions. ^ 

Others there are, w!io are not impudent enough to pretend, that 
public profusion is a public benefit ; yet undertake lo show by arith- 
melicai deduction, thai ihe people are scarcely burthened at all, and 
are equal lo a much higher scale of taxation. As Sully tells us in 
his Memoirs, " The car of the prince is assailed by a set of Haltering 
advisers, who think to make their court lo him by perpetually sug- 
gesting new ways of raising money ; discharged functionaries, for 
Ihe most part, whose experience of the sweets of ofhce has left do 
other impression, than the tincture of the baneful art of fiscal extor- 
tion ; and who seek to recommend themselves lo pdwer and favour, 
by commending it to the lips of royalty."* 

Others suggest financial projects, and ways and means for filling 
the coflers of the prince, as they assert, without fleecing the subject. 
But iin plan of finance can give to the govcnimcnt, without taking 
either from the people, or from the government itself in some other 
way; unless it he a downright adventure of industry. Something 
ran not bo produced out of nothing by a more touch of Ihe wand. 
However an operation may be cloaked in mystery, however often 

of the nalinna] yinUli. iin<l nn ajr^ressor upon the pence and happinesa oTdonieB- 

tic life, will not thin be paying as dearly for a grievoua public nuimice, u if it 

were a benefit of the tiret m *- ' - 

• Memoirei, liv. xx. 
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we may twist and turn and transform values* there are but two ways 
of obtaining them, namely, creating oneself, or taking from others. 
The b^ sdieme of finance is, to spend as little as possible ; and the 
bait tax is always the lightest. 

Admitting these premises, that taxation is the taking from in> 
dividuals a part of their property* for. public purposes; that the value 
levied by taxation never reverts to the members of the community, 
after it has onco been taken from them ; and that taxation is not itself 
a means of reproduction; it is impossible to deny the conclusion, 
that the best taxes, or, rather those that are kast bad, are 

L Such as are the most moderate in their ratia 

3. Such as are least attended with those vexatious circumstances, 
that harass the tax-payer without bringing any thing into the public 
ezchMuer. 

8. Such as press impartially on all classes. 

4. Such as are least injurious to reproduction. 

fi. Such as are rather favourabfe than otherwise to the national 
morality; that is to say, to the prevalence of habits, useful and bene- 
ficial to society. 

These positions are almost self-evident ; yet I shall proceed to 
illustrate ttiem successively, with some few observations. 

1. Of such as are most moderate in their ratio. 

Since taxation does, in point of fact, deprive the tax-payer of a 
product, which is to him, either a means of personal gratification, or 
a means of reproduction, the lighter the tax is, the less must be the 
privation. 

Taxation, pushed to the extreme, has the lamentable eflTect of 
impoverishing the individual, without enriching the state. We may 
readily conceive how this can happen, if we recall to our attention 
the former position; viz. that each tax-payer's consumption, whether 

Productive or not, is always limited to the amount of his revenue. 
To part of his re\'enue, therefore, can be taken from him without 
necessarily curtailing his consumption in the same ratia This must 
needs reduce the demand for all those objects he can no longer con- 
sume, and particularly those affected by taxation. The diminution 
of demand must be followed by diminution of the supply of pro- 
duction ; and, consequently, of the articles liable to taxation. Thus, 
the tax-payer is abridged of his enjoyments, the producer of his 
profits, ana the public exchequer of its receipts.f 

* It IB hardly necenary to controvert an opinion, entertained by soverei jrns in 
times past, respecting the property of their subjects. We find Louis XIV. 
writing in these terms, professealy for the instruction of his son in matters of 
government : ** Kings are absolute lords naturally possessing the entire and un- 
oontrdled disposal of all property, whether belonging to the church or to the 
laity, to be exercised at all times with due regard to economy, and to the general 
interests of the state." (Euvres de Louis XIV., Memoire$ Hist A. Z>. 1666. 

t In France, before 1789, the average annual consumption of salt was esti- 

mited at 9 lbs. per head in the districts subject to the gabelU^ and at 18 Ibsi 

per head in those exempt firom that impost De Montkieu^ It\fiuence des divers 

Mmpols^ p. 141 Thus, taxation in this form obstmcted the production of | 

d8« 3G 
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This IS the reason why a tax is not pro i to he public 
CTchcquer, in proportion lo its ratio ; and why it di me a sort 
of apophthegm, that two and two do not make four irlthmelic 

of finance. Excessive taxation is a kind of ouitiuc, Waether laid 
upon objects of necessity, or upon those of luxury ; but there is this 
distinction, that, in the latter case, it extinguishes only a portion of 
the products on which it falls, together with the gratification they 
are calculated to aflbrd ; while, in the former, i( extinguishes both 
produciiou and consumption, and the lax-payer into the bargain. 

Were it not almost self-evident, this principle might be illustrated, 
by abundant examples of the profit the state derives from a moderate 
scale of taxation, where it is sufficiently awake to its real interests. 

When Turgot, in 1775, reduced lo ^ the market-dues and duties 
of enlrv upon fresh sea-fish sold in Paris, their product was nowijB 
diminislicd. The consumption of that article must, therefore, have 
doubled, the fishermen and dealers must have doubled their concerns 
and their profits; and, since population always increases with 
increasing production, the number of consumers must have been 
emarged, and that of producers must have been enlarged likewise; 
for in nicrease of profits, that is to say of individual revenue, mul- 
tiplies savings, and thus generates the multiplication of capital and 
ol families; and that very increase of production will, beyond all 
doubt, augment the product of taxation in other branches; to say 
nnthmg of the popularity accruing lo the government from the alle- 
\iaIiDn of the naOonal burthens. 

The government agents, who farm or administer the collection of 
the taxes, very often abuse their interest and authority, to construe 

of tliia article in the districts KubjeclPil lo it, and reduced to J the enjojmetil it 
tvaa capntilc or airurding-; to sny nalhinn^ of the other miachieft resulting fioai 
il ; the injury la tillajrc, lo the feeding of cattle, and to the preparation ofsalted 
goods; tlie popular onimosily agnin^it the collectora of tax, the coni>equeo[ in- 
crease of crime and conviction, and tlie consig'nment lo the galleys ofnumeraua 
individuals, whose induelry and courage might have been made availabte to the 
incicase of nntional opulence. 

In 1804, Ihe English frovcrnment raised the dutiea on sugar 20 per cent. It 
might have treen expected, that their overage product lo Ihe public exchequer 
would have been advanced in the sume ratio i i. e, from 2,776,0001. Ihe former 
amount, to 3,330,0001. ; instead of wiiich the increased duties produt:ed tnil 
2,.^37,000(. ; exhibitint; nn absolute deficit. Speech of Henry Broughani, Eaq., 
M. P., March 1.1, 1817. 

The people of Great Britain might consume French wines at a very little 
advance upon the prices of France, and have the enjoyment of an unadu Iterated, 
u'ho1e«ome, anil exhiliiratin^ bevernge, costing perha;^ a sliilling a bottJe. But 
the exorbitant duty upon this article has reduced Its imparl and the product of 
llie duty to a very Irille; and thus, ihe aole benefit resulting from the tax to Ibe 
British nation U, the total privation of a. cheap and wholesome object of con- 

The two last examples are a sufficient answer lo the objection taken by 
Ricanin to this passage of my text; on the ground that taxation is not injurious 
lo productior. ii the aggregate, imismuch as tlie consumption of the state itself 
replaces that iif individuals, which is annihilated by the tax. A tax, tltat robs 
the individual, without benefit to the exchequer, substitutes no public ctmaiiinp- 
tion whatever. lO place of the private consumption it eitlnguishes. 
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all doubtful points of fiscal law in their own favour, and sometimes 
to create obscurity for the purpose of profiling by it. The eflect is 
precisely the same, as if the scale of taxation were raised vro tanto.* 
Turgot adopted a contrary course, and made it a rule to lean 
always to the side of the tax-payer. The public contractors made 
, a great outcry at this innovation, declaring that it was impossible 
for them to fulfil their engagements, and oflering to collect on the 
government account and risk. The event, however, falsified their 
predictions by an actual increase of the receipts. The greater lenity 
m the collection proved so advantageous to production, and the con- 
sumption, consequent upon it, that the profits, which had before not 
excc^ed 10,550,000 /id., rose to 60,000,000 ffo. ; an advance which 
could hardly be credited, if it were not attested by unquestionable 
evidence.! 

We are told by Humboldt^ to whom we are indebted for a variety 
of valuable information, tliat in tliirteen years from 1778, during 
which time Spain adopted a somewhat more liberal system of 
government in regard to her American dependencies, the increase 
of the revenue in Mexico alone amounted to no less a sum than 100 
millions of dollars; and that she drew from that country, during the 
same period, an addition in the single article of silver, to the amount 
of 14,500,000 dollars. We may naturally suppose, that, in those 
jrears of prosperity, there was a corresponding, and rather greater 
increase of individual profits; for that is the source, whence all 
public revenue is derived. 

A similar course of conduct has invariably been followed by a 
similar effect ;§ and it is a great satisfaction to a writer of liberal 

* Of this, a striking^ instance is given in a work entitled. Diver $e$ Idee$ sur la 
LegitlmiiBn, ei F Administration^ par M, C, St. Paul, One of the principal 
bankers of Paris having died in 1617, the duty on legacies and inheritance was 
levied apoo the aggregate of his credit-account, and not upon the balance, after 
deducting the debits ; and this by virtue of a proviso in the revenue laws, which 
charges the duty upon the gross estate of a defunct, and not upon the residue 
after the discharge of the outstanding claims. The danger of fraud upon the 
levenoe in stating the account, is not sufficient to justify the exaction of more 
than is fairly due. 

The same department is in the habit of giving no notice to the executors or 
other parties, of the payments falling due, until afler the legal time has expired, 
in the hope of incurrmg the penalty of default The revolution had abolished 
this official and fiscal severity ; but it was revive<l by the imperial government, 
and has been acted upon ever since. A clerk or officer has no chance of promo- 
timi, unless he diows a disposition on all occasions to postpone the interests of 
the pablic to those of the exchequer. 

t CEutret de T\irfirot, torn. i. p. 170. The accounts of the farmers-general 
were minutely stated, and rigidly investigated, because the crown participated 
in their profits. 

X Es$ai Pol, stir la Nouvelle Etpagne, liv. v. c. 12. 

{ This position is further confirmed bv an instance mentioned in a letter, ad- 
dressed in 1785, by the then Marquis of Lansdowne to the Abbe Morrllet^ ntnting, 
'that in respect to the article of tea, the good effect of the reduction of duty had 
■arptseed all expectation. The amount of sale had advanced from 5,0(10,()0() 
11ml to 12,000,000 Ibe., in spite of many unfavourable circumstances : besides 
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principles to be able to prove by experience, that modera ioo is the 
best policy.* 

Upon the same principles, it will be easy to demonstrate in tbe 
next place, that the taxes least mischievous are: 

S. Sucb as are least attended with tbose vexatious circumstances) 
that harass tiiu tax-payer, without bringing any tiling into the public 
exchequer. 

Ii has been held by many, that the costs of collection are no very 
great evil, inasmuch as they are refunded to the community in some 
other shape. Oil this head, I must refer my readers to what has 
l>ccn already obscrvcd.f These costs are no more refunded, than 
the net proceeds of the taxes themselves ; because both the one and 
the other consists in reality, not of the money, wherein the Vnea 
are paid, but of the value, wherewith the tax-payer produces that 
money, and the value which the government aoain procures with it; 
■which latter is destroyed and consumed oulrignL 

The necessities of princes have operated far more effectually than 
their regard to the public good, to introduce t!ie practice of better 
order and economy in tlie financial departments of most European 
stales during the two last centuries, than in former times. The 
people are generally made to bear as much as they can wdl stand 
under ; so that every saving in the charge of collection has gone to 
swell the receipts of the exchequer. 

Sully tells us in his Memoirs^ that, for about 6 millions of dollars 
brought info the royal treasury, in 1508, by means of taxation, indi- 
viduals were out of pocket about 30 millions of dollars, and assures 
us, that he hod with great pains ascertained the fact, however incr&- 
diblc it might appear. Under the administration of Necker, upon a 

which, ^Tnug'g'ling hai bpen eo much crippled, thitt the public revenue had been 
increased to a (]p(,Tee thnt astonished every body.' 

•T]iiB doctrine has been combated by Ricardo, in his Principlei of Politicat 
Economy and Taxation. That writer malnlnina, that since the aniouDt and tbe 
product of industry nre always proportionats to tbe quantum of the capital en- 
Ijajred in it, the extinction of one bmncb by taxation must needa be compensated 
by the product of eome other, towards which the industry and capital, thrown 
out of employ, will naturally be diverted. I luiswer, that whenever toxatioii 
diverts capital from one mode of employment lo another, it nnnihttatea tbe profits 
of all who are tlirown out of employ by the change, and diminishes those of the 
rest of the community; for industry may be presumed to have chosen the meat 
profitable channel, I will go further, and say, thai a forcible diversion of tho 
current of production annihilates many additional sources of prolit to indDstry. 
Besides, it mahes a vast difference to the public prosperity, whether the indivi- 
dual or the state be the consumer. A thriving and lucrative branch of industiy 
promotes tbe crealion and accumulation of new capital ; whereas, under the 
pressure of taxation, and accumulation of new capital, it ceases to be lucrative ; 
capital diminishes (fradually instead of increasinir; wealth . nt tion decline 
in consequence, and prosperity vanishes, leaving behind uic re of onro- 

mitting taxation. Ricardo has endeavoured to intrc e ing DMiims 

of geometrical demonstration; in the science of puim c tnere li DO 

method leas worthy of reliance. 

+ Chap. V. sect. I. J Ii». xx. 
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revenue of about 110 millions of dollars, the charges of collection 
amounted to no more than 10 millions of dollars; yet, under his 
management, there were 250,000 persons employed in the collection: 
most of them, however, had other collateral occu[>ations. The chareo 
was, therefore, about lOj per cent.; yet this is much higher than the 
rate at which the business is done in England.* 

Besides the charge of collection, there are other circumstances, 
that are burthensome to the people without being productive of gain 
to the public revenue. Law-suits, imprisonment and other preventive 
measures, entail additional expense, witliout procuring the smallest 
increase of revenue. And this addition is sure to fall on the most 
necessitous class of tax-payers ; for the other classes pay without 
Utigation or constraint Such odious means of enforcing tlie pay- 
ment of taxes are precisely the same as demanding of a man 12 
dollars because he has not wherewithal to pay 10 dollars. Rigour 
is never necessary to enforce taxation where it presses lightly on the 
resources of individuals; but when a state is so unfortunate, as to be 
obliged to impose heavy burthens, of two evils, the process of levy 
by dfistress is preferable to that of personal constraint For at any 
rate, by seizing and selling the tax-paver's goods, and thereby raising 
the arrears of his taxes, he is compelled to pay no more than is due; 
and the whole of what he does pay goes into the public purse. 

On this account it is, that works executed by tlie public requisi- 
tion of labour, as the roads were in France under the old regime^ 
are always a mischievous kind of taxation. The time lost by the 
labourers put in requisition in coming three or four leagues, perhaps, 
to their work, and that which is always wasted by people who get 
no pay, and work against their inclination, is all a dead loss to tne 
public, with no i*eturn of revenue. Even supposing the work to be 
well executed, there is often more loss incurred by the interruption 
of the regular agricultural pursuits, than gain made from the com- 
pulsory employment that has been substituted. Turgot called upon 
the surveyors and engineers of the respective provinces for an esti- 
mate of the average expense, one year with another, of keeping up 
old roads, and constructing tlie usual number of new ones, directing 
them to make their calculations on the most liberal scale. The esti- 
mate of the annual expense, made in compliance with his orders, 
amounted to 2 millions of dollars for the whole kingdom: whereas, 
according to the calculations of Turgot, the old corvee system in- 
volved a sacrifice to the nation of 8 millions of dollars-f 

Days of rest, enjoined either by law, or by custom and usage too 
powerful to be infringed upon, are another kind of taxation, pro- 
ductive of nothing to the public purse. 

* Under the system of Napoleon, which made civilization retroj^rade to this, 
as well as in roost other particulars the charj^es of collection in which must be 
included the char^ of privation and the irrecoverable arrears, wcie much more 
considerable; but the full extent of the mit*chicf he causicd is not yet aFccrtnined. 

t Necker reckons Uie corvee at four millions of dollars only ; but probably he 
takes accoimt of nothing, but the value the day-labour exacted ; and does noi 
notice the injury resulting from this method of supplying the public necesaitiei. 
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3. Such as press impartially on all classes. 

Taxation being a burihen, must needs weigh lightest on each 
individual, when it bears upon all alike. When it presses inequitably 
upon one individual or branch of industry, it is an indirect, as well 
as a direct, incumbrance ; for it prevents the particular branch or 
the inflividual from competing on even tenns with the rest An 
exemption, granled to one manufacture, has often been the ruin of 
several others. Favour to one is most commonly injustice to all 
others. 

The partial assessment of taxation is no lesi prejudicial to the 
public revenue, than unjust to individual interests. Those who are 
loo lightly taxed, are not likely to cry out for an increase ; and those 
who are too heavily taxed, are seldom regular in their payments. 
The public revenue suffers in both ways. 

It has been questioned whether it be just to tax that portion of 
revenues, which is spent on luxuries, more heavily than that spent on 
objects of necessity. It seems but reasonable to do so ; for taxation 
is a sacrifice to the preservation of society and of social organization, 
which ought not to be purchased by the destruction of individuals. 
Yet, the privation of absolute necessaries implies the extinction of 
existence. It would be somewhat bold to maintain, that a parent 
is bound in justice to stint the food or clothing of his child, to furnish 
his ccmlingent to the ostentatious splendour of a court, or the need- 
less magnificence of public edifices. Where is the benefit of social 
institutions to an individual, whom they rob of an object of positive 
enjiiymciit or necessity in actual possession, and offer nothing in re- 
turn, hut the participation in a remote and contingent good, which 
anv man in his senses would reject with disdain? 

but how is the line to be drawn between necessaries and super- 
fluities? In this discrimination, there is the greatest difficulty, for 
the terms, necessaries and superfluities, convey no determina'te or 
absolute notion, but always have reference to the time, the place, 
the age. and the condition of the party; so that, were it laid down 
as a general rule, to tax none but superffuities, there would be no 
knowing where to begin and where to stop. AI! that we certainlv 
know is, that the income of a person or a family may be so confined, 
as barely to sufiice for existence; and may be augmented from that 
minimum upwards by imperceptible gradation, till it embrace every 
gratification of souse, of luxury, or of vanilv; each successive prati- 
fication being one step further removed from the limits of strict 
necessity, till at last the extreme of frivolity and caprice is arrived 
at; so thai, if it be desired to tax individual income, in such manner 
as tfi press lighter, in proportion as that income approaches to the 
confines of bare necessity, taxation must not only be ■ litnbly ap- 
portioned, but must press on revenue with progressive g vity,' 

In fact, supposing taxation to be exactly proportioi 3 to indi 
vidiial income, a tax of ten per cent, for instance, a family possessed 
of 00,000 dollars per annum would pay 6000 dollars in xes, Imv 
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iDg a clear residue of 54^0 dollars for the family expenditure. 
With such an expenditure, the family could not only live in abun- 
dance, but could still enjoy a vast number of gratihcations by no 
means essential to happiness. Whereas another family, with an 
income of 60 dollars, reduced by taxation to 54 dollars per annum, 
would, wiUi our present habits of life, and ways of thinking, be 
stinted in the bare necessaries of subsistence. Thus, a tax merely 
proportionate to individual income would be far from equitable; 
and this is probably what Smith meant, by declaring it reasonable, 
that the rich man should contribute to the public expenses, not merely 
in proportion to ttfe amount of his revenue, but even somewhat more. 
For my part, I have no hesitation in going further, and saying* that 
taxation can not be equitable, unless its ratio is progressive.* 

4. Such as are least injurious to reproduction. ^^ 

Of the values, whereof taxation deprives individuak^Cgr^at 
would, undoubtedly, if left at the disposal of the individuals them 
selves, have gone to the satisfaction of their wants and appetites; 
but some part would have been laid by, and have gone to the further 
accumulation of productive capital Thus, all taxation may be said 
to injure reproduction, inasmuch as it prevents the accumulation of 
productive capital. 

This effect is more direct and serious, whenever the tax-payer is 
obliged to withdraw a part of the capital already embarked, for the 
purpose of enabling him to pay the tax ; which case, as Sismondi 
lias shrewdly observed, resembles the exaction of a tithe upon grain 
at seed-time, instead of harvest-time. Of this kind is the tax on 
legacies and successions. An heir, succeeding to a property of 
20,000 dollars, and called upon for a tax of 5 [)er cent upon it, will 
pay it, not out of his ordinary income, burthcned as it is already 
with the ordinary taxes, but out of the inheritance, which is thereby 
reduced to 19,000 dollars. Wlierefbre, if it happen to be a vested 
capital of 20,000 dollars and be reduced by the tax to 19,000 dollars, 
the national capital will be diminished to tlie amount of the 1000 
dollars thus diverted into the public exchequer. 

It is the same with all taxes upon the transfer of property. The 
owner of land worth 20,000 dollars, will get but 19,000 dollars for 
It, if the purchaser be saddled with a lax of 5 per cent. The seller 
will have a disposable capital of 19,000 dollars only, in lieu of land 
worth 20,000 dollars ; and tlie national capital will sustain a loss of 

the diflerence. Shouhl the purchaser be so bad an aritlimettcian, as 

- 

* WttXth of Nationt^ book r. a 2. It haf been objocted, that a progressive 
scale of taxation presents t)ic disadvanta^ of operatiDfr as a penalty to deter 
activitjr and fruf^ity from the a£ctuniAlation of eapital But it must be obvioua, 
that taxation of a] I kinds subtracts a portion only, and ^norally a very moderate 
portion, of the addition made to the fortune of an individual ; ao that every one 
haa a much stnmgfer inducement to invite, than penalty to deter, accumulation. 
If a person had to pay 40 dollars more in taxes, upon every addition of 2(X) dol- 
lara to his revenue, still he would multiply his enjovmcnts in a larffrer ratio than 
h'n sacrifices. VUe what is said in Sect 4. of the jBamc Chapter, on the subject 
af ibe Isad-Uz of Englaad. Ibid, 
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to pay the full value of the Innd, wilhout allowing for ihe tax, he 
will sacrifice a capital of 21,0(10 tlollars in the purchase of value to 
the amount of but 20,000 dollars. In either case, tlie loss to the 
national capital will bt: the same; although in tiie latter, it will fall 
upon the purchaser instead of the seller. 

Taxes, upon transfer, besides the mischief of pressing upon capital, 
nre a clog to the circulation of properly. But, has the public any 
interest in its free circulation ? So long as the object is ia existence^ 
is it not as well placed in one haiid asi in another 1 Certaioly not. 
The public has a perpetual interest in the utmost possible freedom 
of its circulation ; because by that means it is most likelv to get into 
the hands of those, who can make ihe most of it Why does one 
man sell his land t but because he thinks he can lay out the value to 
more advantage in some channel of productive industry. And why 
does another buy it '! but because he wishes to invest a capital, that 
is lying idle, or less productively vested ; or because he thinks it 
capable of improvement. The transfer tends to augment the national 
income, because it tends to augment the income of tlic two contract- 
ing parties. If they be deterred by the expenses of the transfer, 
those expenses will have prevented this probable increase of tlie 
rational income. 

Such taxes, however, as encroach upon the productive capital of 
the community, and consequently abridge the demand for laboui 
and the profits of industry within the community, possess, in a very 
high degree, one quality, which that distinguished political econo- 
mist, Arthur Young, has pronounced to be an essentia! requisite in 
taxation, namely, the facility and cheapness of collection,* Since 
taxation presents at best but a choice of evils, a nation, heavily 
burtliened, will probably do well, in submitting to a moderate impost 
upon capilal. 

Taxes upon law-proceedings, and, generally, all that is paid tc 
law-ofhcers and agents, are taxes upon capital. (1) For litigation is 

*TI)is is the »ea,soru why it baa been fimnd practicable to Taise the doljr ao 
Ti'ijistralpon to its preEeiit high ecalo. Were it reiliiceij, the product to ifae cx- 
chi.'i]ucr H'imlil prnbobly be njtnlly grcnl ; and the. nation iroold enjoy the benefit 
of grFftlcr freedom of circulation, besides cxperieneing less cncroachnieat upon 

(I) Tuxes itpon law proceedings are the most grieTous and oppreasive that 
have erer been rewivled to, and since tbe appearance of Mr. Benthoni's work on 
Lnw taxes, no one, who has rend it, ewn doul)t their inipnlicy. It is raid in Ihe 
Biinburgh Review (vol. 27, f^ge 358.), "that one day Mr. Rose, in Mr. Pilrt 
presence, took Mr. Bentliam aside, and informed him that they had re*d Iba 
panipl])et — that its reasoninfr was unanawernblc — and that i1 was TesoWed there 
Ehoiilil be no mare such taxes." "Yet Bndf^et Kfli^r Budget," remarks the re- 
viewer, " has since been Ibrmei), in which tboae duties have —--^^ \ pan ; and 
Mr. Tilt himself woe found to palnniiie them upon liia r e in 1604." 

All the arifuments ever broogtit fonvard in fopport of tl ui ible impnt, 

have been tri>iinpliaii(ly refuted by Mr. tJcnthaiii, in this nut». . h it is said 
in the same Review, " for closeness of Kem , not ,■ :■ equalled, 

and tor excellence of style, lias certainly i m 
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not proportionate to the income of the suitors, but to accident, to 
tlie complexity of family interests, and to the imperfections of the 
law itself. 

Forfeitures are equally a tax on capital. 

The influence of taxation upon production is not confined to the 
circumstance of diminishing one of its sources, that is to say, capital ; 
it operates besides in the nature of a penalty, inflicted upon certain 
branches of production and consumption. Patents, licenses to fol- 
low any specified calling, and, generally, all taxes, that bear directly 
upon industry, are pliable to this objection ; but, when moderate in 
their ratio, industry* will contrive to surmount such obstacles with- 
out much difficulty. 

Nor is industry affected only by taxes bearing directly upon it ; 
it 18 indirectly anected by such also, as bear upon the consumption 
of the articles it has to work upon. 

The products consumed in reproduction are, for the most part, 
those ot primary necessity; and taxes, that discourage such products, 
must be injurious to reproduction. This is more especially the case 
in respect to those raw materials of manufacture, wnich can only be 
consumed reproductively. An excessive duty upon cotton, checks 
the production of all articles, wherein that substance is worked up.* 

Brazil is a country abounding in animal productions, that might 
be cured and exported, if they were allowed to be salted. Its 
fisheries are very productive, and cattle so abundant, that they are 
lulled merely for tne sake of the hide. Indeed, it is thence that our 
tanneries in Europe are in a great measure supplied. But the salt 
duties prevent the export of either fish or meat ; and thus, for the 
sake of a revenue ot about 200,000 dollars perhaps, incalculable 
mischief is done to the productive powers of the country, as well as 
to the public revenue, which they might be made to yield. 

In like manner, as taxation operates in the nature of a penalty, to 
discourage reproductive consumption, it may be employed to check 
consumption of an unproductive kind; in which case it has the 
two-fola advantage, of subtracting no value from reproductive in- 
vestment, and of rescuing values from unproductive consumption, 
to be employed in a manner more beneficial to the community. 
This is the advantage of all taxes upon luxuries.f 

* In both Eng^land and France, premiuma are (^tven upon the importation of 
Bpecific raw materials, with a view to encourage manu&cture. This 'm an error 
00 the opposite side. Upon this principle, instead of a tax on the product of 
land, a bounty should be given to all who would take the trouble to cultivate , 
fiir dooieatic agriculture furnishes the raw material of most manu&cUires; as 
ffnin in particular, which is transformed, through the mediation of human exer- 
tion, into value of various kinds, exceeding that consumed in the process. Cus- 
tamfl or duties of import upon any article whatever are equally equitable with 
direct taxes upon land; both are positive evils; but the lighter the tax, the 
nrMlier the injury. 

t When it is absolutely necessary to lay a tax upon a particular kind of con- 
sumption or industry, which it is desirable not to extinguish altogether, the bur- 
then moat be light in the commencement, and increased midually and cau- 
89 3H 
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When sums, levied by taxation upon capital, instead of belog 

simply expended by the government, are laid out upon productive 
objects; or, when individuals contrive to make cood the deficiency 
out of their private savings, the positive mischicl of taxation is then 
balanced by a counteracting benefit. The proceeds of taxation are 
reproductively vested, when laid out in itnproving the internal com- 
municaiions, constructing harbours, or other such works of utility. 
Governmenis sometimes employ a part of the revenue thus realised 
in adventures of industry. Colbert did so, when he made advances to 
the manufacturers of Lyons. The governments of Hamburgh, and 
of some other places in Germany, were in the habit of embarking 
their revenues in productive undctlakings; and it is said, that the 
authorities of Berne were in the habit of so employing a part of its 
revenues every year: but such instances are of very rare occurrence. 

5. Such as are rather favourable tlian otherwise to the national 
morahty ; that is to say, to the prevalence of habits, useful and bene- 
ficial to society. 

Taxation inlluences the habits of a nation, in the same way as it 
operates upon its production and consumption, that is, by imposing 
a pecuniary penalty upon specified acts ; and it is, moreover, pos- 
sessed of the grand requisites to render punishment elTeclual; 
namely, moderation and difficulty of evasion.* Without reference, 
llierefore, to the purposes of finance and revenue, it is a powerful 
engine in Ihe bands of government, for either corrupting or refonn- 
ine the national morals, and may be directed to the promotion of 
idleness or industry, extravagance or economy. 

The tax of five per cent, upon all lands devoted to productive 
husbandry, and the exemption of pleasure-grounds, which existed in 
France before the revolution, operated, of course, as a premium upon 
luxury, and a penally upon agricultural enterprise. 

The lax of one per cent, upon the redemption of ground-rents and 
rent-charges was virtually a penahy upon an act, equally advantasc- 
ous to the parties and to the community at large; a fine upon the 
meritorious exertions of prudent land-owners to pay off their incum- 
brances. 

The jaw of Napoleon, exacting from each scholar, educated in a 
private academy, a specified payment into the chests of the public 
universities, operated as a penalty upon that mode of education, 
which alone can soften national manners and fully develope the 
faculties of the human mind.f 

tlously. But if it be deaireil to repress or annihilate a ititschieToUB class ofaio- 
Buniption or industry, tlie full weight of the tax should t>e thrown upon it tt 

" The efficacy of the characteristics of punishment hns been placed bejond 
all dniibt by Bcccuria, in liia tract, Dvi delilli e delle ptnr. 

f This spt-cies of tax is still more iniquitous, because it must fall either upon 
orphans, or upon parents, who are disposed to submit to persuniil privstions, Ibr 
the purpoeeof rearing! valuable citizens; because it is heavier in prajmrtion to tlis 
number of children, and the degree of privation of the pnrenl; and l>ecnuse it it 
dispruportionute to tlic means of tlie individual, poor and rich being taxed alike. 
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When a government derives a profit from the licensing of lotteries 
mod gambling-houses, what does it else but offer a premium to a vice 
most fatal to domestic happiness, and destructive of national pros* 
perityT How disgraceful is it, to see a ffovemment thus actins as 
the pander of irregular desires, and imitating the fraudulent conduct 
it punishes in others, by holding out to want and avarice the bait of 
hollow and deceitful chance !* 

On the contrary, taxes, that check and confine the excesses of 
vanity and vice, besides yielding a revenue to the state, operate as 
a means of prevention. Humbddt mentions a tax upon cock-fight- 
ing» which yields to the Mexican government 45,000 dollars per 
annum, and has the further advantage of checking that cruel and 
' barbarous diversion. 

Exorbitant or inequitable taxation promotes fraud, falsehood, and 
perjury. Well-meaning persons are presented with the distressing 
ahemative, of violating truth, or sacrificing their interests in favour 
of less scrupulous fellow-citizens. They can not but feel involun- 
tary disgust, at seeing acts, in themselves innocent, and sometimes 
even useful and meritorious, branded with the name, and subjected 
to all the consequences, of criminality. 

These are the principal rules, by which present or future taxa- 
ti(Mn must be weigned, with a view to the puolic prosperity. Afler 
these general remarks, which are applicable to taxation in all its 

A psrent of moderate fortune, with one son only, pays as mach to the nniTersitv 
as mil the rest of his taxes together : if he have Inore sons than one, he is stiU 
irotse oflC Thus was this institution converted by the usurper into an instru- 
ment of fiscal extortion, sufficient of itself to have insured the relapse into bar- 
barism, even had it never been made the medium of instilling fidse ideas or 
habits of servility. The pretext, of making the profits of private establishments 
eoDtribute to the expense of compulsory tuition, is by no means satisfactory 
Supposing the tuition of the public lAfcee$ to be, of all others, the best calculated 
to tnin up useful citizens ; and, admitting the justice of compelling a &ther, or 
a teacher to his choice, to bring his pupil to the lectures of the authorized pro- 
fa sw rs , still the parties, least in need of this instruction, are those already placed 
in private establishments of education, and entrusted to teachers of their own 
selection. It mav be lor the interest of the community at large, to dispense par- 
ticular classes of learning gratuitously ; but it is the greatest oppression to force 
learning upon individuals, and make them pay dear for it into the bargain. If 
any one class in particular ought to defray the charge of moderate gratuitous 
tutioo, it is that, which has no children of its own, and is in the reception of 
all the benefits of social life, without being subject to all its burthens. 

* Lotteries and games of hazard, besides occupying capital unprofitably, in 
voire the waste of a vast deal of time, that might be turned to usefbl account; 
and this item of expenditure can never redound to the profit of the exchequer. 
They have the further mischievous efi^ect of accustoming mankind to look to 
chance alone for what their own talents or enterprise might attain ; and to seek 
fiv personal gain, rather in the loss of others, than in the original sources of 
wealth. The reward of active energy appears paltry beside the bait of a capital 
prize. Moreover, lotteries are a sort of tax, that, however voluntarily incurred, 
mUs almost wholly upon the necessitous ; fbr nothing, but the pressure of want 
can drive mankind to adventure, with the chances manifestly against them* 
The Boms thus embarked are, for the most part, the portion of misery ; or, what 
IS woffse, the fruit of actual crime. 
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branches, it may be useful to esaminc the various modes of assess- 
ment; in other words, tlie metiiods adopted for procuring money 
Irom the subject; as well as to inquire, upon what classes of the 
community the burthen principally tails. 



Of the diffnenl Modes of Assessment, and the Claue* they press upl, « 
respectii'dy. 

Taxation, as wc have seen above, is a requisition by the govern- 
ment upon its subjects for a portion of iheir products, or of their 
value. It is the business of the pohtical econumisl to explain the 
efiects resulting from the nature of the products put in requisition, 
and from the mode of apportioning the burthen, as well as upoo 
whom the burthen of tlie charge really falls, since it must inevitably 
fall upon some one or otiier. The application of the above principle 
in a few specific instances wiil show, how they may be applied in 
all others. 

The public authority levies llic values taken in the way of tax- 
ation, sometimes in the shape of money, sometimes in kind, accord- 
ing to its own wants, or the ability of the las-pa\-er. In whatever 
shape it is paid, the actual contribution of the tax-payer is always 
of the value of the article he gives. If the government, wanting or 
pretending to want corn, or leatlier, or woollens, makes a requisi- 
tion of those articles upon the tax-payer, and obliges him to furnish 
them in kind, the lax paid amounts exactly to wTiat the payer has 
expended in nrocuring those articles, or what he could have sold 
them for, if tlie government had not taken them from him. This 
is the only way of ascertaining the amount of the tax, whatever 
price or rate the government may set upon it in the plenitude of its 
power. 

So, likewise, the charges of collection, in whatever shape they 
may appear, are always an aggravation of the assessment, whether 
they accrue to the profit of the state or not. If the tax-payer be 
obliged to lose his time, or transport his goods, for the purpose of 
paying the tax, the whole of the time lost, or expense of transporti 
is an aggravation of the tax. 

Among the contributions, that a government exacts from its sub- 
jects, should likewise be comprised, ail the expenses which its politi- 
cal conduct may bring upon the nation. Thus, in estimating the 
expenses of war, we must include the value of equipment and 
pocket-money, with which the military are supplied by them- 
selves or their families ; the value of the time lost by the militia; 
the sums paid for exemption and substitutes; the full charge of 
quarters for the troops; the pillage and destruction they maybe 
guilty of; the presents and attentions lavished on them by friends 
or countrymen on their return ; to all which must be added, the 



Gbap. Vm. ON CONSUMPTION. 461 

alms extorted from pity and compassion by the misery conseauent 
upon such misrule. For, in fact» none of these values need have been 
taken from the members of the community under a better system 
of government And» although none of them have gone into the 
treasury of the monarch, yet have they been paid by the people, 
and their amount is as completely bst, as if they had contributea to 
the happiness of the human species. 

Hence, we may form some notion of the extent of the national 
sacrifices. But, from what source are they drawn ? — Doubtless, 
either from the annual product of the national industry, land, and 
capital ; that is to sa v, from the national revenue ; or from the values 
previously saved and accumulated ; that is to say, from the national 
capital. 

When taxation is moderate, the subject can not only pay his 
taxes wholly out of his revenue, but will not be altogether disabled 
from besides saving some part of that revenue : and although some 
of the tax-payers may be obliged to trench upon their capital for 
the payment of their taxes, the loss to the general stock is amply 
reimbursed by the savings, which this happy state of afiairs allows 
others to effect 

But it is far otherwise, when military despotism or usurped au- 
thority extorts excessive contributions. Gieat part of the taxes 
is then taken from the vested and accumulated capital ; and, if the 
country be long subjected to its domination, the revenues of each 
successive year are progressively reduced, and the ruin and depopu- 
lation of the country, will recoil upon its rulers, unless their down- 
fall be accelerated by their own folly and excesses. 

Under the protecting influence of just and regular government, 
on the contrary, there is a progressive annual enlargement of the 
profits and revenues, on which taxation is to be levied ; and that 
taxation, without any alteration of its ratio, gradually becomes more 
productive by the mere multiplication of taxable products. 

Nor is the government more deeply interested in moderating the 
ratio of taxation, than its impartial assessment upon every class of 
individual revenue, and its equal pressure upon all. In tact, when 
revenue is partially affected, taxation sooner reaches the extreme 
limits of the ability of some classes, while others are scarcely touched 
at all : it becomes vexatious and destructive, before it arrives at the 
highest practical ratio. The burthen is galling, not because of its 
wdght, but because it does not rest upon all shoulders alike. 

Tne different methods employed to reach individual revenues, 
may be classed under two grand divisions — direct, and indirect, 
taxation ; the former is the al^lute demand of a specific portion of 
an individual's real or supposed revenue ; the latter, a demand of a 
specific sum on each act of consumption of certain specified objects, 
to which that income may be applied. 

In neither case, is the real subject of taxation that commodity, on 
which the estimate is made, and which forms the ground-work of 
the demand for the tax ; or of necessity that value, whereof a part ii 
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taken by the slate ; individual revenue is the only real st jcct of tax- 
ation ; and the specific commodity is selected only as a more or less 
eficctive means of discovering and attacking that revenue. If indi- 
vidual iionesly could in every case be relied on, the matter would be 
simple enough ; all tliat would be requisite would be, to ask each 
person the amount of his annualprofits, that is lo say, his annual reve- 
nue. The contingent of each would be readily settled, and one tai 
only necessary, which would be at the same time the most equitable, 
and the cheapest in the collection. This was the method adopted at 
Hamburgh, before that city fell into misfortune ; but it can never be 
practised, except in a republic of small extent, and very moderately 
taxed. 

As a means of assessing direct taxation proportionately to the 
respective revenues of the tax-payers, governments sometimes com- 
pel the production of leases by landlords, or, where there is no lease, 
set a value on the land, and demand a certain proportion of that value 
from the proprietor; this is called a land-tax.* Sometimes they 
estimate the revenue by the rent of the habitation, and the number 
of servants, horses, and carriages kept, and make the assessntent 
accordingly. This is called in France, the tax on moveables.^ 
Sometimes they calculate the profits of each person's profession or 
calling, by the extent of the population and district where it is fol- 
lowed. This is called in France, the license-lax.J All these differ- 
ent modes of assessment are expedients of direct taxation. 

In the assessment of indirect taxation, and such as is intended to 
bear upon specific classes of consumption, the object itself is alone 
attended to, without regard to the parly who may incur the charge. 
Sometimes a portion of the value of the specific product is demanded 
at the time of production ; as in France, in the article of salt. Some- 
times the demand is made on entry, either into the stale, as in the 
duties of import; § or into the towns only, as in the duties of eniry.p 
Sometimes a lax is demanded of the consumer at the moment of 
transfer to him from the last producer ; as in ihe case of tJie stamp 
duty in England, and the duty on theatrical tickets in France. 
Sometimes the government requires a commodity to bear a particular 
mark, for which it makes a charge, as in the case of Ihe assay-mark 
of silver, and stamp on newspapers. Sometimes it monopolizes the 
manufacture of a particular article, or the performance of a particular 
kind of business ; as in the monopoly of tobacco, and the postage of 
letters. Sometimes, instead of charging the commodity itself, it 
charges the payment of its price ; as in the case of stamps on receipts 
and mercantile paper. All these are difl*erent ways of raising a reve- 
nue by indirect taxation ; for Ihc demand is not made on anvperson 
in particular, but attaches upon the product or article taxed.TI 

' Cbntribiition-fonciire. + Hfobiliere. 

X Lts Patenlfs. J Doiianea. Il Oclroi. 

TT Not becniiBe lliey aflbcl the tan-pnyer indirectly ; for Ihia eircumelsnee ii 
equally applicable loinnny items or direct taxation; as, for inBtonce.lotheliceiiM- 
'Bx (palenlpi.) pnrt of which falls indirectly upon Ihc consumer, wbo buys (t 
'Jie licensed dealer. 
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It may easily be conceived, that a class of revenue, which may 
escape one of these taxes, will be affected by another ; and that the 
multiplicity of the forms of taxation gives a great approximation to 
its equal distribution ; provided always, that all are kept within the 
bounds of moderation. 

Every one of these modes of assessment has peculiar advantages 
and peculiar disadvantages, besides the general evil of all taxation, 
to wily that of appropriatmg a part of the products of the community 
to purposes little conducive to its happiness and reproductive powers. 
Direct taxation, for instance, is cheap in the collection ; but, on the 
other band, it is paid with reluctance, and must be enforced with 
considerable harshness and rigour. Besides, it bears very inequitably 
upon the individual A rich merchant, charged only 120 dollars for 
his license, makes an annual profit, perhaps, of 20,000 dollars; while 
the retailer, who can scarcely be supposed to make more than 300 
dollars, is charged for his license 20 dollars, which is the lowest 
rate. The revenue of the landholder is already affected by the 
land*tax, before it is further reduced by the tax on moveables; while 
the capitalist is subjected to the latter burthen only. 

Indirect taxation has the recommendation of bein^ tevyable with 
more ease, and with less apparent vexation or hardship. All taxes 
are paid with reluctance, because the equivalent to be expected for 
them, that is, the security afforded by good order and government, 
is a negative benefit, which does not immediately interest indivi- 
duals; for the benefit afforded consists rather in prevention of ill, 
than in the diffusion of cood. But the buyer of the taxed commodity 
does not suspect himself to be paying for the protection of govern- 
ment, which probably he cares very little about ; but merely for the 
commodity itself, which is an object of his urgent desire, although, 
in fact, that price is aggravated by the tax. The inducement to 
consume is strong enough to include the demand of the government; 
and he readily parts with a value, that procures an immediate grati- 
fication. 

It is this circumstance, that makes such taxes appear to be volun- 
tary. And, indeed, so much so were they considered by the United 
States before their emancipation, that, although the right of the 
British Parliament to tax America without her consent was stoutly 
denied, yet she was ready to acknowledge the richt of imposing 
taxes upon consumption, which every body could evade if he 
pleased, by abstaining from the articles taxed.* Personal taxes are 

* Vide Examination of R Franklin, at the bar of the House of Commooa, 
1767. Memoir$t voL L Appendix 6. (a) 

(a) The denial went to the whole of what ia called internal taxation ; the 
■dmisaion, which appears on the part of the American afifents to have been a 
conceasion for the nike of peace, went no farther than to external taxes for the 
regulation of trade. And even this concession on the part of tome of the aj^nta 
was very soon retracted, and the right of taxatioo denied in toto. Ibid, vtoJ. u 
pastim, T. 
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viewed in a different light, and have more of the character of osten- 
sible spoliation. 

Indirect taxation is levied piecemeal, and paid by individuals 
according to their respective ability at the moment It Jovolves 
none of the perplexity of separate assessments on each province, 
department, or individual; or of the inquisitorial inspection into 
private circumstances; nor does it make one person suffer for the 
default of another. The inconvenience of appeals and private ani- 
mosities, as well as of levy by distress or imprisonment, is avoided 
altogether. 

Another advantage of indirect taxation is, that it enables the 
government to bias the different classes of consumption ; favouring 
such as promote the public prosperity, as docs reproductive con- 
sumption of all kinds; and checking such as tend to public im- 
poverishment, as do all kinds of unproductive consumption; dis- 
couraging the cosily and insipid indulgences of the wealthy, and 
pronjoting the simpler and cheaper enjoyments of the poor and 
industrious. 

It has been objected to indirect taxation, that it entails a heavy 
expense of collection and management, and a large establishment 
of clerks, oflicers, directors, and subordinate agents; but it is ob- 
servable, that these charges may be vastly reduced by good admin- 
istration. The excise and stamp-duties in England cost but 3J- per 
cent, in the collection, in the year 1799.* There are few classes 
of direct taxation, that are managed so economically in France. 

It has been further objected, that its product is uncertain and 
fluctuating ; whereas, the public exigencies require a regular and 
certain supply : but there has never been any lack of bidders, when- 
ever such taxes have been let out to farm; and experience has 
shown, that the product of every class of taxation may always be 
nearly estimated and safely reckoned upon, except in very rare and 
extraordinary emergencies. Besides, taxes on consumption are 
necessarily various ; so that, the deficit of one is covered by the 
surplus of another. 

Indirect taxation is, however, an incentive to fraud, and obliges 
governments to brand with the character of guilt, actions that are 
innocent in their nature ; and, consequently, to resort to a distressing 
severity of punishment. But tliis mischief is never considerable, 
until taxation has grown excessive, so as to make the temptation to 
fraud counterbalance the danger incurred. All excess of taxation 
is attended with this evil; that, without enlarging the receipts' of 
the public purse, it multiplies the sufferings of the population- 
It may be observed, that consumption, and, consetiuenliy, indivi- 
dual revenue, are unequally affected by indirect, as well as by direct, 
taxation: for the private consumption of many articles is not pro- 

* Garnirr, Traduction de Smith, torn. is. p. 438. According lo Arthur Yonng, 
tlie Htnnip-ilutiea in his time cost but 5,691/. in Uie collection, upon the receipt 
of 1,330,000/. 1 which is lesa timn j per cent. 



Gxup. Vm. ON CONQUMFTION. 46fi 

portionate to the re^renue of the consumer. The possessor of an 
annual revenue of 20,000 dollars does not consume in the year an 
hundred times as much salt, as the possessor of a revenue of 200 
dollars only. But this inequality may be obviated by the variety 
of taxes on consumption. Moreover, it is to be recollected, that 
such taxes fall upon incomes already charged with the taxes on 
land and on moveables. A person, whose whole income is derived 
from land, in respect to whicn he is taxed in the first instance, pays 
on the same income a second tax under the head of moveables; and 
a third on every taxed article, that he buys and consumes. 

Although all these kinds of taxes be paid in the outset, by 
persons of whom they are demanded by the public authority 
would be wrong to suppose, that they always ultimately fall on 
original pajrers, who, m many instances, are not the parties really 
charged, but merely advance the tax in the first instance, and con- 
trive to get indemnified wholly or partially by the consumers of 
.heir own peculiar products. 6ut the rate of indemnity is infinitely 
diversified by the respective circumstances of the individuals. 

Of this diversity, we may form some notion, by the consideration 
of the following general facts: 

When the taxation of the producers of a specific commodity ope- 
rates to raise its price, part of the tax is paid by the consumers of 
the commodity. If its price be nowise raised, it falls wholly upon 
the producers. If the commodity, instead of being thereby ad- 
vanced in price, is deteriorated in quality, a portion of the tax at 
least must fall upon the consumer ; for a purchase of inferior quality 
at equal price is equivalent to a purchase of equal quality and superior 
price. 

Every addition to price must needs reduce the number of those 
possessed of the ability to purchase ; or, at any rate, must diminish 
the extent of that ability.* There is much less salt consumed, when 
it sells for three cents, than when it sells for one cent per lb. Now, 
the ratio of the demand to the means of production being lowered, 
productive agency in this department is worse paid ; that is to say, 
the master-manufacturer of salt, and all the subordinate agents and 
labourers, together with the capitalist that supplies the funds, and 
the landlord of the premises where the concern is carried on, must 
be content with smaller profits, because their product is less in de- 
mand.f The productive classes, indeed, naturally strive to indemnify 

* Suprdj Book 11. cliap. I. 

f The position, that the interest of the capitalist and the rent of the landlord 
are thereby lowered, however paradoxical it may appear, is nevertheless quite 
tme. It may be asked, why should the capitalist, who makes the advance to 
the manufacturer, or the landlord, whose lanid he occupies, lower their demands, 
in consequence of a portion of the product being subtracted by taxation 1 But 
IS no allowance to be made for consequent delay of payment, claims of allow- 
ances, failures, and legal expenses! All, or at least a portion, of which must 
&11 upon the landlord and capitalist : and often without any suspicion on their 
part, that they are thus made to participate in the burthen. In a complex focial 
organizatuNi the prearare of tazatkm is often imperceptiUa. 

31 
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themselves to the amount of the tax ; but, they can never succeed to 
the full extent, because the intrinsic value of the commodity, that, I 
mean, which goes to pay the charges of production, is realiy dimin- 
ished. So that, in fact, the tax upon an article never raises its tola" 
price by the full amount of the tax ; because, to do so, the total 
demand must remain the same; which it never can do. Wherefore, 
in such cases, the tax falls, partly upon those, who still continue to 
consume, notwithstanding the increase of price, and partly upon the 
producers, who raise a less product, and find that, in consequence of 
the reduced demand, they really obtain less on the sale, when the 
tax comes to be deducted. The public revenue gains the whole 
excess of price to the consumer, and the whole of ine profit, which 
the produce is thus compelled to resign. The effect is analogous to 
that of gunpowder, which at the same time propels the bullet, and 
makes the piece recoil. 

By laying a tax upon the consumption of woollens, their consump* 
tion is reduced, and the revenue of the wool-grower suffers in con- 
sequence. It is true, he may take to a different kind of cultivation^ 
but we may fairly suppose, that, under all the circumstances of soil 
and situation, the rearing of sheep was the most profitable kind of 
culture; otherwise, he would not have chosen it. A change in the 
mode of cultivation must, therefore, involve a loss of revenue. But 
the clothier and the capitalist will each be subjected to a portion of 
the loss resulting from the tax. 

Each concurrent producer is afTected by a tax on an article of 
consumption, in proportion only to the share he may have in raising 
the product taxed. 

When (he owner of the soil furnishes the greatest part of the 
value of a product, as he does in respect to products consumed nearly 
in the primary state, he it is that bears the greatest part of that por- 
tion of the lax, which falls on the producers. A duty of entry upon 
the wine imported into tlie towns, falls heavily upon the wine- 
grower i but an exorbitant excise upon lace will aflect the flax-grower 
in a degree hardly perceptible ; whereas, all the other producers, the 
dealers, the operative and speculative manufacturers, who create 
the far greater proportion of the value of the lace, will sufier very 
severely. 

When the value of a product is partly of foreign, and partly of 
domestic creation, the domestic producers bear nearly the wnok 
burthen of the tax. A tax upon cottons in France will reduce the 
earnings of her cotton manufacturers, by lowering the demand for 
their product ; thus, part of the lax will fall on them. But the wages 
of the productive agency of the cotton -growers in America will be 
very little affected indeed, unless there be a concurrence of other 
(■■ire urn stances. In fact, ihe tax would reduce tlie consumption in 

This ehowfl the danger of edherence to invariable of abwodoi^ 

inj; tlie experimental meLhnd of Smith. iui<i constnictui^ b ' theocetietl 

deiluction, as eome recent English writers have done, in n the eccoo- 
mUta of the last century. 
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France 10 per cent perhaps, and demand in America 1 per cent 
only, if the aemand from France were but one-tenth of the general 
demand upon America. 

The taxation of an object of consumption, if it be one of primary 
necessity, operates upon the price of almost all other products, and 
consequently falls upon the revenues of all the other consumers. 
An octroi upon meat, corn, and fuel, at their entry into a town, 
enhances the price of every thing manufactured in it ; while a tax 
upon the tobacco there consumed makes no other commodity dearer; 
the producers and consumers of tobacco alone are afiected; and for 
a very plain reason ; the producer who indulges in superfluities has 
to maintain a competition with another, who abstains, from them ; 
but, if he pays a tax upon necessaries, he need fear no competition ; 
for his neighbours will be all in the same predicament 

The direct taxation of the productive classes must, H fortiori^ 
affect the consumers of their products, but can never raise the prices 
of those products so much, as completely to indemnify the producer; 
because, as I have repeatedly explained, the increased price abridffes 
the demand, and the contraction of the demand reduces tlie profits 
of all the productive agency, that has been exerted in the supply. 

Of the concurrent producers of a specific product, some can more 
easily evade the effect of the tax than others. The capitalist, whose 
capital is not absolutely vested and sunk in a particular business, may 
withdraw it and transfer it elsewhere, from a concern that yielas 
him a reduced interest, or has become more hazardous. The ad- 
venturer or master-manufacturer may, in many cases, liquidate his 
account, and transfer his labour and intelligence to some other 
quarter. Not so the land-owner and proprietor of fixed capital.^ 
An acre of vineyard or corn-land will only produce a given quantity 
of corn or wine, whatever be the ratio of taxation ; which may take 
the i or even f of the net produce, or rent as it is called, and yet 
the land be tilled for the sake of the remaining ^ or J^.f The rent, 
that is to say, the portion assigned to the proprietor, will be reduced, 
and that is all. The reason will be manifest to any one, who con- 
siders, that in the case supposed, the land continues to raise and 
supply the market with the same amount of produce as before ; while 
on the other hand, the motives in which the demand originates 
remain just as they were-J If, then, the intensity of supply and 

* Vide Suprd, Book L chap. 4. for the explanation of the mode, in which the 
land-holder concurs in production by the advance of hia land ; and must,^ there- 
fore, be included amon^fst the productive claasea 

f The cultivation need never be abandoned altogether, until taxation take* 
more than the whole surplus product applicable to the payment of rent ; it is 
then worth nobody *8 while to cultivate at all ; for not only could Uie proprietor 
receive nothing, the whole being appropriated by the state; but uie fanner 
would be compelled to pay to the state a higher rent, than he could aflbrd. 

I There is this peculiarity attending the products of tigricultural industry, vii. 
that their average price b not raised by growing scarcity, because population is 
Mire to decline co-extensively with the declining supply of homan aliment; so 
that the demand neccMtrily (fiminiihei equally with the wapfAj. Thus it is nol 
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demand must both remain the same, in spite of any increase or 
diminution of the ratio of the direct taxation upon the land, the 
price iif the product suppUed will hkewise remain unchanged, and 
nothing but a change of price can saddle the consumer with ai^ 
portion whatever of that taxation.* 

Nor can the proprietor evade the tax even by the sale of the 
estate ; for the price or purchase-money will be calculated according 
to the revenue which may be left him by taxation. The pun-haser 
makes his estimate according to the net revenuei charges and laiea 
deducted. If the ordinary interest on such investments of capital 
be five per cent., an estate that before would have sold for 20,000 
dollars, wilt fetch but 16,000 dollars when it comes to be charged 
with an annual tax of 200 dollars; for ils actual product to the pro- 
prietor will not exceed SOO dollars. The effect is precisely the same, 
as if government were to appropriate to itself 1-5 of the land in the 
country ; which would make no difierence at all to the consumeni 
of its produce.f 

But property in dwelling-houses is otherwise circumstanced; a 
tax upon Ine ownership raises the rents ; for a house, or rather the 
satisfaction it yields to the occupier, is a product of manufacture and 
not of land ; and the high rate of house-rent reduces the production 
and consumption of houses. In the like manner as of cloth or any 
other manufactured commodity. Builders, finding their profits re- 
duced, will build less; and consumers, finding tlie accommodatioo 
dearer, will content themselves with inferior lodging. 

From all those circumstances, we may judge of the temerity of 
asserting as a general maxim, that taxation falls exclusively upon 
any specific class or classes of the community. It always falh upon 
those who can find no means of evasion; for every one naturally 
tries to shift the burthen off his own shoulders if possible ; but the 
ability to evade it is' infinitely varied, according to the various forms 

found, that wheat 19 dearer in those countries where great pnrt of the hud b 
thrown out of tillage, tlian where It ia all in a high state of cultivatiaa. In 
Spain, Hlieat is not now dearer, than io the time of Fenlinaod and Isabellaj 
though it is tlicre produced in much Icaa obuudance; Fiir the nnmher of nwntha 
to be fed is also mucli less. On the contmry, the lands of both Eng-land uid 
Prance were lesa cultivated in the middle ajjea tlian ol the present rtay ; ftod 
their product of grain less abundant; ;et it does not appear, from a comparison 
of other inluca, that it was then much dearer liian at present The product and 
tho population were both greatly inferior; and Uic alacknesB of demand countet- 
balonced the slacknesa of supply. 

* It is a mistake to auppose, that the tax mu<<t bear equally upon the proprietor 
and t)ie fanner, who finds the requisite capital and industry; for taxation can 
have no effect, either in reducing the quantity of land capable irf" cultivation, or 
in multiplying the number of farmeri;, able and willing to undertake it; kikI, if 
neither supply nor demand in this brancli be varied, the ratio oi i rent rout 
needs remain unaltered likewise. 

fThe economists were quite correct in their position. a t territonal 

tax falls wholly upon the net product, and consequen , proprietora; 

but they were wrong in extending the doctrine so &r u lu At all oUu> 

Ouces were defrayed out of the some liuuL 
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of assessment, and the position of each individual in tlie social 
system. Nay, more ; it varies at different times even in the same 
channel of production. When a commodity is in great request, the 
holder will not part with the possession, unless indemnified for all 
his advances, of which the tax he has paid is a part : he will take 
nothing short of a full and complete indemnity. But, if any unlooked- 
for occurrence should happen to lower the demand for his product, 
he will be glad enough to take the tax upon himself, for the sake of 
quickening the sale. There are few things so unsteady and variable, 
as the ratio of the pressure of taxation upon each respective class of 
the community. Those writers, who have maintained, that it bears 
upon any one or more classes in particular, or in any fixed or cer- 
tain proportion, have found their theory contradicted by experience 
at everv turn. 

Furthermore, the effects I have been describing, and which are 
equally consonant to experience and to reason, are uniform in their 
operation and of equal duration with the causes in which they origi- 
nate. The owner of land will never be able to saddle the consumers 
of its produce with any part of his land-tax ; not so the manufacturer 
A manufactured commodity will invariablv feel a diminution in its 
consumption, in consequence of the price being raised by taxation, 
supposing other circumstances to be stationary; and its production 
will be a less profitable occupation. A person, who is neither pro- 
ducer nor consumer of an object of luxury, will never bear any 
portion whatever of the tax that may be laid upon it — What, then, 
must we think of a proposition, unfortunately sanctioned by the ap- 

Erobation of an illustrious body,* that has too much neglected this 
ranch of science, namely, that it is of little importance whether a 
tax press upon one branch of revenue or another, provided it be of 
long standing; because every tax in the end affects every class of 
revenue, in like manner, as bleeding in the arm reduces the circu- 
lating blood of the whole human frame. The object of comparison 
has no analogy whatever with taxation. Social wealth is not a 
fluid, tending constantly to find a level. It rather resembles the 
vegetable creation, which admits of the loss of a limb without the 
destruction of the trunk, and in which the loss is more to be la- 
mented, if the branch be productive, than if it l)e barren. — But the 
tree will bear cutting ana hacking in every part, before it becomes 
barren all over, or necessarily falls into decay. This is a far more 
apposite case ; but neither will do to reason upon. Comparisons are 
not proofs, but mere illustrations, tending to make that intelligible, 
which can Ije made out in proof without their assistance. 

When speaking of taxes upon products, which I have sometimes 
called taxes upon consumption, although not paid entirely in all 
cases by the consumer, I have hitherto made no mention of the 
particular stage of production, at which the tax may be demandedy 



* The French institute, which awarded the prise of merit to 
Cmnard^ in support of this doctrine. 
40 
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or of the consequence of this particular circumstance, -which deserves 
a little of our attention. 

Products increase in value progressively, as they pass through the 
hands of the diflbrent concurrent producers: and even the most 
simple undergo a variety of modifications, before they arrive at a 
fit stale for consumption. Wherefore, a tax does not take the pro- 

iiortion of the value of a product which it professes, unless it be 
evied at the precise moment, when it has arrived at the full value, 
and has undergone all the productive modifications. If a tax be im- 
posed on the raw material in the outset, proportioned, not to its then 
value, but to the value it is about to receive, the producer, in whose 
hands it happens to be, is obliged to advance a tax out of proportion 
to the value in hand; which advance, besides being highly incon- 
venient to himself, is refunded with equal inconvenience by every 
successive producer, till it reach the hands of the last, who is in turn 
but partially indemnified by the consumer. And there is this further 
mischief in such an advance of tax ; that it prevents the class of in- 
dustry, which is called upon to make it, from being originally set in 
motion, without a larger capital than the nature of the business 
requires; and that the additional interest of the capital, which must 
be paid, part by the consumers, and part by the producers, is so 
much additional taxation, without any addition of public revenue.* 

Thus, both theory and experience lead to the conclusion precisely 
opposite to that drawn by the sect of economists; and show that por- 
tion of the tax, which presses upon the consumer's revenue, to be 
always the more burlhensome, the earlier it is levied in the process 
of production. 

Direct and personal taxes, which operate to raise the price of 
necessaries, or such as fall immediately upon necessaries, are liable 
to this inconvenience in the highest degree: for they oblige each 
producer to advance the personal lax on all the producers that have 
preceded him : so ihat the same amount of capital will set in motion 
a smaller amount of industry; and the tax-payers pay the tax, phta 
a compound interest upon it, yielding no benefit to the exchequer. 

Nor is this mere theory: the neglect of these principles has occa- 
sioned may serious practical errors; like that of the Constituent 

*Tho duty on the import of cotton into France was, in 1812, u higfa u SOO 
doUurs per bale, one bale with anoLher. There were several innnulsc lories ave- 
raging a conEumption of two baba per day; and as the amount of dotj was a 
deiid outlay, during the wliole interval between the purchase oF the raw material 
and the realiiation of the manufactureri product, which may be taken at twelve 
n^onthf, tliey must each have required an additional capital of 120,000 dollan 
more than would have been requisite but for the tax ; the interest of which they 
must have char^ to the conaumer, or have paid out of their own profita. The 
whole of it was no much addition of price to the French consumer, and nfsgn- 
vation of the pressure of taxation, unproductive of a single additional dollar to 
the public revenue. The heaviest of the national burthens of that period wero 
tliose that made the leant figure in the annual budget of the mioistrj : the people 
julfered, in very many instances, without knowing the nature of the grievance, 
as in the example, just cited. 
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Aflsembly of France, which carried to excess the system of direct- 
taxation, especially upon land ; beins misled by the prevailing and 
fashionable doctrine of the economists ; — ^that land is the source of 
all wealth, the agriculturist the only productive labourer, and France 
naturally and essentially an agricultural country. 

It seems to me that, in the present stage of political economy, the 
principles of taxation will be more correctly laid down as follows : 

Taxation is the taking a portion of the general product of the 
community, which never returns to the community in the channel 
of consumption. 

It takes from the community over and above the values actually 
brought into the exchequer, the charges of collection, and the per • 
sonal trouble it entails ; together with all those values, of whicn it 
obstructs the creation. 

The privation resulting from taxation, whether voluntary or com- 
pulsory, affects the tax-payer in his quality of producer, whenever 
It operates to curtail his profits ; that is to say, his income or reve- 
nue; and affects him in his character of consumer, whenever it 
increases his expenditure, by raising the prices of products. 

And, since an increase oi expenditure is precisely the same thing 
as a diminution of revenue, whatever is taken by taxation may be 
said to be so much deducted from the revenues of the community. 

In a ffreat majority of cases, the tax-payer is affected by taxation 
in both nis characters, of producer and consumer; and, when he can 
not manage to pay the puolic burthens out of his revenue, along with 
his personal consumption, he must encroach upon his capital. When 
this encroachment of one person is not counterbalanced by the sav- 
ings of another, the wealth of the community must gradually decline. 

l*he individual actually paying the tax to the tax-gatherer is not 
always the party really charged with it, at least, not the party 
charged with the whole that is paid. He frequently does no more 
than advance the tax, either wholly or partially; being afterwards 
reimbursed by the other classes of the community, in a very com- 
plicated way, and perhaps afler a vast variety of intermediate opera- 
tions ; so that a great many persons are paying portions of the tax, 
at a time when probably they least suspect it, either in the shape of 
the advanced price of commodities, or of personal loss, which they 
feel but can not account for. 

The individuals, on whose revenues the tax ultimately falls, are 
the real tax-payers, and contribute value greatly exceeding the sum 
that is brought into the exchequer, even with the addition of the 
charges of collection. The misconduct of the government in the 
matter of taxation, is proportioned to this excess of the payment 
above the receipt 

A country heavily taxed may be considered in the same light as 
one labouring under natural impediments to production. With a 
heavy charge of production, it raises a very small product Per 
fonal exertion, capital, and the productive agency of land are all 
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tut poorly recompensed : and more is expended in earning a lesa 
profit 

It is worth while on this head to recur to the principles explained 
in the prccedinn; book,* when describing the difference between 
positive and rcfative dearness. High price resulting from taxation 
is positive dearness: it indicates a smaller product raised by the 
efforts of a larger amount of productive agency. Besides which, 
taxation generally occasions a coiemporary advance of comtnodi- 
ties in comparison with silver; that is to say, raises their money 
price: and for tliis reason ; because specie is not an annual, regene- 
rative product, like those that are swallowed up by taxation. Go- 
vernment is not a consumer of specie, except when it happens to 
export ii for the payment of its armies, or foreign subsidies: it 
refunds in the purchases it makes all the specie il obtains by taxa- 
tion; but the value levied is never refunded. t Wherefore, since 
taxation paralyzes one part of the sources of production, and effects 
the rapid destruction of the product of the other, when its ratio is 
excessive, it must gradually render products more scarce in propor- 
tion to the specie, which is not varied in quantity by the operation. 
Now, whenever the commodrlies to be circulated became fewer in 
proportion to the specie that is to circulate them, their relative \'alue 
to the specie must rise; the same money will purchase a smaller 
quantity of products. 

It might be supposed, that such a superabundance of gold and 
silver specie ought to operate in exoneration of the public : yet it 
can not have that effect; for, however plentiful it may be in pro- 
portion to other commodities, slill individuals can only obtain it by- 
giving their own products in exchange, and the raising of those pro- 
ducts has become more difficult and more costly. 

Besides, when money-prices grow high, and specie is conse- 
quently reduced in relative value, it gradually takes its departure, 
and becomes scarcer, like all other commodities: and thus a country, 
burthened with a taxation too heavy for its productive powers, is 
first drained of its commodities, and next of its specie; till it gradi> 
allv reaches the extreme of penury and depopulation. 

'The careful study of these principles will give some insight into 
the mode, in which the annual and really monstrous expenditure of 
national governments, in modern limes, has habituated the subject 
to severer toil and exertion, without which it would be impossible, 
that, after providing for the subsistence, comfort, and pleasures of' 
himself and family, according to the habits of the time and place, he 
should be able to meet the consumption of the state, and the collate- 
ral waste and destruction it occasions, the amount of which it is 
impossible to ascertain, though in the larger stales it is confessedlj 
enormous, 

* Book II. chap. 3. 

t For the rcneon already stateil, \ 
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This very profusion, though it proves the vices and defects of the 
political system and organization, has been attended with one advan- 
tage at any rate; it has operated to stimulate the approximation to 
perfection in the art of production, by obliging mankind to turn the 
natural agents to better account In this point of view, taxation has 
certainly helped to develope and enlarge the human faculties ; so 
that, when the progress of political science shall limit taxation to the 
supply of real public wants only, the improvements in the art of 
production will prove a vast accession to human happiness. But« 
should the abuses and complexity of the political system lead to the 
prevalence, extension, increase, and consolidation of oppressive and 
disproportionate taxation, it is much to be feared, that it may plunge 
again into barbarism those nations, whose productive powers are 
now the most astonishing; and the condition of the labouring classes, 
who are always the bulk of the community, may in such nations 
present a picture of drudgery so incessant and toilsome, as to make 
them cast a wistful eye upon the liberty of savage existence ; which, 
though it ofler no prospect of domestic comfort, at Jeasti promises 
emancipation from pemtual exertion to supply the piodiflBlity of a 
public expenditure, yielding to them no satisfaction, iana^ perhaps 
even operating to their prejudice, (a) 
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Taxation in kind is the specific and imooediate appmpriatiqi of a 
portion of the gross product to the public service. 
It has this advantage, of calling on the producer onljf for wAat he 

(a) This ground of apprehension is certainly just It has bei^ doul 
many political theorists, whether the total remission of taxation would o| 
to improve the condition of the inferior productive classes: inasmuch, as 
is now paid into the public exchequer, would quickly be appropriated by^ 
classes, who should happen to be in poaseasion of those sources and means^ of 
production, which are capable of exclusive appropriation ; and the owners of mdre 
personal agency would nowise benefit But it should be observed, that private 
persons have an immediate personal interest in making the most of their property; 
and will, on their own account, so conduct themselves, as to promote their own 
advantage, which is the advantage of the poblic also, where equality of personal 
right prevails. Wherefore, the strongest impulse of private cupidity can never 
operate to retaiyi the advance of productive power and national wealth, or to 
make them retrograde ; but just the contrary. Thus, although the present con- 
dition of the mere labourer might not be improved, his means of bettering hit 
condition would be enlarged, by the growmg increase of wealth, and by greater 
ft^edom of personal agency. The extortion of private cupidity, unaided by 
authority, must, for its own sake, regulate itself by the ability of the object of 
it : but that of publie authority is inexorable, and is restrained by no considera> 
tion of immediate personal interest Besides, personal suflering, occasioned by 
the hard-hearted ness of primate task-masters, is not so strong an incent*ve of 
odium against public authority, as where that authority ia iti^J the ostenaibUi 
taakHDiasier. T 

40« 3K 
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has actually in hand, in Ihe identical shape whi It ens to be 

under. Belgiuin, after its conquest by France, lo i — f at times 

unable to pay its taxes, in spile of abundant crof>8; the war, and the 
prohibition of exj)ortatioii, obstructed the sale of its produce, which 
the govei'nnicnt enforced by demanding payment in money ; whereas, 
the taxes might have been collected without difficulty, had the 
government been content to take payment in kind. 

It has the further advantage of making it equally the interest of 
government and of the farmer to obtain plentiful crops, and improve 
the national agriculture. The levying of taxes in kind in China, was 
probably the origin of the peculiar encouragement, bestowed by its 
government upon the agricultural branch ol production. But, why 
Javour one branch, when all are equally entitled to protection, be- 
cause all contribute to bear the public burthens ? And, why has not 
government an equal interest in supporting the other branches, 
which it takes the trouble of extinguishing T 

It has likewise the advantage of excluding all exaction and injus- 
tice in the collection ; the individual, when he gathers in his harvest, 
Knows exactly what he has to pay ; and the stale knows what it lias 
to receive. 

This tax, which might appear at first sight to be of all others the 
most equitable, is nevertheless of all others the most inequitable ; for 
it makes no allowance for the advances made in the course of pro 
diiction, but is taken upon the gross, instead of the net, product 
Take two farmers in diilerent branches of cultivation ; the one farm 
ing tillage-land of moderate quality ; his expenses of cuhivation, 
amounting, one year with another, say to 1600 dollars,and the gross 
product of his farm, say to 2400 dollars, so as to yield him a net pro- 
duct of 800 dollars only; the other farming pasturage or wood-land, 
yielding a gross product of precisely the same amount of 2400 dol- 
lars: with an expense of cultivation, amounting, perhaps, to but 400 
dollars, leaving him a net product, one year with anotlier, of 3000 
dollars. Suppose a tax in kind to be imposed in the ratio of 1-12 of 
the annual product of land of all descriptions indiscriminately. The 
former will have to pay in sheaves of corn to the amount of 200 dol- 
lars ; the latter will pay, in cattle or in wood, an equal value of 200 
dollars. What is the result ? The one will have paid the fourth part 
of a net revenue of SCO dollars ; the other but a tenth part of a net 
revenue of 2000 dollars. 

The revenue, that each person has for his own share, is the net 
residue only after replacing the capital he has embarked, whatever 
may be its amount. Is the gross amount of the sales he effects in 
the year the annual income of Ihe merchant i Certainly not; all 
the income he gets is the surplus of his receipts above his ad- 
vances ; on this surplus alone can he pay taxes, without ruin to bis 
concerns. 

The ecclesiastical tithe levied in France under the old system 
was liable to this inconvenience in part only. It attached neither 
upon meadow, nor wood-land, nor kitchen-ground, nor many other 
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kinds of cultivation; and in some places was 1-16, in others 1-15 
or 1-10 of the gross product ; so that the real, was corrected by the 
apparefit inequality. 

The marechal de Yauban, in his work entitled, Dixime Royak, a 
book replete with just views, and well worth the study of those 
who manage national finances, proposes a tax of 1-20 of the pro- 
duct of the land, which, in times of great emergency, might be 
raised to 1-10. But this proposition was made as a substitute for a 
still more inequitable system : namely, the saddling of the lands of 
the commonalty with the whole tax, and altogether exempting the 
lands of the nobles and clergy. The public-spirited writer, who 
had occasion, in his character of engineer, to become personally 
acquainted with every part of France, speaks most feelingly of the 
hardships resultinfl; from the land-tax (a) of those days. And there 
is no doubt, that the adoption of his plan at that time would have 
been a vast relief to the country. But it was disregarded. Why t 
Because every courtier had an interest to resist it : and this fine 
country was left to flounder through its distresses. The conse- 
quence was, a heavier loss of population from famine, than from the 
sword, in the war of the Spanish succession. 

The difficulty and expense of collection, together with the abuses 
to which it is hable, are another objection to taxation in kind. The 
immense number of agents must open a fine field for jpeculation. 
The government may be imposed upon, in respect to the amount 
collected, upon the subsequent sale and disposal, in respect to the 
quantity damaged, as well as in the charges of storing, preservation 
and carriage. If the tax be farmed to contractors, the profits and 
expenses of numberless farmers and contractors must all fall upon 
the public The prosecution of the farmers and contractors would 
require the active vigilance of administration. 'A gentleman of 
ffreat fortune,' says Smith, ' who lived in the capital, would be in 
dan^r of suffering much by the neglect, and more b^ the fraud, of 
his mctors and agents, if the rents of an estate in a distant province 
were to be paid to him in this manner. The loss of the sovereign, 
from the abuse and depredation of his tax-gatherers, would neces- 
sarily be much greater.'* 

Various other objections have been urged against taxation in 
kind, which it would be useless and tedious to enumerate. I shall 
only take the liberty of remarking the violent operation upon re- 
lative price, which must follow from so vast a quantity of produce 
being thrown upon the market by the agents of the public revenue, 
who are notoriously equally improvident as buyers and as sellers. 
The necessity of clearing the storehouses to make room for the 
fresh crop, and the ever urgent demands upon the public purse, 
would oblige them to sell below the level, to which the price would 

*» WeaUh ofNationM, book ▼. c. 2. art L 



(a) TaO^e; for the explanation of this tax, nife I^MllA^Aatto^ 

2. art 2. T. 
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naturally be brought by the rent of the land, the wages of labour, 
and the interest ot the capital, engaged in agriculture; and private 

dealers would be unable to maintain the competition. Such fasation 
not only takes from the cultivator a portion of his product, but pre- 
vents his turning ihc residue to good account. 



Of Ike Terrilorial or Land-Tax of England. 

In the year 1692, whicn was fiur years after the happy revolu- 
tion, that placed the prince of Orange upon the British throne, a 
general valuation was made of the income of all the land in the 
country; and, upon that valuation, the land-tax continues to be 
levied to this day; so that the lax of four shillings in the pound, 
upon the rents of land, is a fifth of its rent in 169a, and not of the 
actual rent at the present day. 

It may easily be conceived how much this tax must operate to 
encourage improvements of the land. An estate that has been 
improved so as to double the rent, does not pay double the origina. 
tax ; neither does it pay a less tax if it be suffered to fall into neglect 
and impoverishment ; thus, it operates as a penally upon negligence. 

To tnis fixation of the tax, many writers attribute the high state 
of tlie cuhivation of the land in England : and doubtless it may have 
done much to promote improvement. But, wiiat would be thought 
of a government thai should say lo a tradesman in a small way of busi- 
ness, "You are trading in a small way upon a small capital, and con- 
sequently pay very little in direct taxes. Borrow, and enlarge your 
capital, extend your dealings, and increase your profits as much as you 
can, and wc will not charge you with any increase of taxes. Nay, fur- 
ther, when your heirs succeed to the business, and have still further 
extended it, they shall be assessed at precisely the same rate, and shall 
continue subject to the same taxes only." All this might be a vast 
encouragement to trade and manufacture; but would tnere be any 
equity in such a proceeding? and might they not advance without 
such assistance? Has not England herself presented the example 
of a still more rapid improvement in commercial and manufacturing 
industry, without any such unjust parliahlyT A land-owner, by 
attention, economy, and inteliigence. improves his annual income to 
the amount, say of 1000 dollars: if the state claim a fifth of this 
advance, there will still be a bonus of 800 dollars to stimulate and 
reward his exertions. 

It would be easy to put cases, in which the tax, becoming by its 
fixation disproportionate to the means of the tax-payers and the 
condition of the soil, might be productive of as much mischief, as 
it has done good in other instances: where it would operate to 
throw out of cullivalion a class of land, thai, by one cause or other, had 
become incompetent lo pay the same ratio of taxation. We luive 



Gulp. IX. ON CONSUMPHON. 477 

seen an example of this in TiMcany. There, a census or terrier was 
made in 1406, wherein the plains and valleys were rated very low, 
on account of the frequent noods and inunaations» which prevented 
any regular and profitable cultivation ; while the uplands, that were 
then the only cultivated spots, were rated very high. Since then, 
the torrents and inundations have been confined by drainage and 
embankment, and the plains reduced to fertility; their produce, 
being comparatively exempt from tax, came to market cheaper than 
that of the uplands, which, consequently, were unable to maintain 
the competition, under the pressure of disproportionate taxation, 
and have gradually been abandoned and deserted.* Whereas, had 
the tax been adjusted to the change of circumstances, both might 
have been cultivated together. 

In speaking of a tax, peculiar to a particular nation, I have used 
it merely in illustration of general and universal principles. 
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Of the Ckmtrecting Debt by NaHofud Authority^ and qfite general Effect 

There is this grand distinction between an individual borrower 
and a borrowing government, that, in general, the former borrows 
capital for the purpose of beneiScial employment, the latter for the 
purpose of barren consumption and expenditure. A nation bor* 
rows, either to satisfy an unlooked-for demand, or to meet an extra- 
ordinary emergency ; to which ends, the loan may prove effectual 
or ineftectual : but, in either case, the whole sum borrowed is so 
much value consumed and lost, and the public revenue remains 
burthened with the interest upon it 

Melon maintains, that a national debt is no more than a debt from 
the right hand to the lefl, which nowise enfeebles the body politic 
But he is mistaken ; the state is enfeebled, inasmuch as the capital 
lent to its government, having been destroyed in the consumption 
of it by the government, can no longer yield any body the profit, 
or in other words, the interest, it might earn, in the character of a 
productive means. Wherewith, then, is the government to pay the 
mterest of its debt ? Why, with a portion of the revenue arising 

* FbrbannmSf Prineipee et Obeerw, Stc tooo, ii p. 247. 
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from some other source, which it must transfer from the tax-payer 
to the public creditor for the purpose. 

Before ihe act of borrowing, there will have been in existence 
two productive capitals, each of them yielding, or capable of yield- 
ing, revenue ; that is to say, a capital about to be lent to government, 
and a capital whereon the future tax-payera derive that revenue, 
which is about to be applied in satisfaction of the interest upon the 
capital lent After the act of borrowing, there will remain but one 
of these capitals ; viz. the latter of the two, whereof Ihe revenue is 
thenceforward no longer at the disposal of its former possessors, 
the present tax-payers, since it must be taken in some form of tax- 
ation or other by the government, for the sake of providing the 
payment of interest to its creditors. The lender loses no part of 
his revenue : Ihe only loser is the payer of taxes. 

People are apt to suppose, that, because national loans do not 
necessarily occasion any diminution of the national money or specie, 
therefore, they occasion, not a loss but merely a transfer, of national 
wealth. With a view to the more ready exposure of this fallacy, I 
have subjoined a synoptical table, showing what becomes of the sum 
borrowed, and whence the public creditor's interest is satisfied.* 

When a government borrows, it either does or does not engage 
to repay the principal. In the latter case, it grants what is called 
a perpetual annuity. Redeemable loans are capable of infinite 
variety in the terms. The principal is contracted to be repaid, 
sometimes gradually, and in the way of lottery; sometimes by instal- 
ments payable together with the interest, sometimes in the way of 
increased interest, with condition to expire on the death of the 
lender ; as in the case of tontines and life-annuities, whereof the 
latter determine on the death of the individual lender ; whereas, in 
tontines, the full interest continues to be divided amongst the sur- 
vivors, until the whole of the lives have expired. 

Tontines and life-annuities are very improvident modes of bor- 
rowing; for the borrower remains throughout liable to the full rate 
of interest, although he annually repays a part of the principal. 
Besides, they savour of immorality; offering a premium to egotism, 
and a stimulus to Ihe dilapidation of capital, by enabling the lender 
to consume both principal and interest without fear of personal 
beggary. 

The governments best acquaitited wllh the business of borrowing 
and lending have nol, of late years at least, given any engagement 
to repay the principal of the loan. Thus, public creditors have no 
other way of altering the investment of their capital, except by 
selling their transferable security, which they can do with more or 
less atlvanlapc to themselves, according to the buj-er's opinion of 
the solidity of the debtor government, that has granted the perpetual 
annuity. I Despotic governments have always found a great diffi- 

• Vide App. A. 

f In ihe next iection it will be explained how on unredi jebt ma* ba 

eztincutshed bj purchiue at the market price. 
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culty in negotiating such loans. Where the sovereim is powerful 
enough to violate his contracts at pleasure, or where there is a mere 
personal contract with the reigning monarch, with a risk of dis- 
avowal by the successor, lenders are loth to advance their money, 
without a near and definite period of payment 

The appointment to posts and offices, under condition of an annual 
payment, or of deposit for which the government engages to pa^ 
interest, is a mode of borrowing in perpetuity, in which the loan is 
compulsory. When once this paltry expedient is resorted to, it re- 
quires very little ingenuity to find plausible grounds, for converting 
almost every occupation, down to the dust-man and street-porter, 
into patent and saleable offices. 

Another mode of borrowing is, by the anticipation of revenue , 
by which is meant, the assignment by a government of revenues not 
yet due, with allowance in the nature of discount, the taking up mo- 
ney in advance firom lenders, who charge a discount proportionate 
to the risk they run from the instability of the government and pos- 
sible deficiency of the revenue. Engagements of this kind contract- 
ed by a government, and satisfied either out of the revenue when 
collected, or by the issue of fresh bills upon the public treasury, con- 
stitute what bears the uncouth English denomination of jloating debt ; 
the consolidated debt being that, whereon the creditor can demand 
the interest only, and not the principal 

National loans of every kind are attended with the universal dis- 
advantage of withdrawing capital from productive employment, and 
diverting it into the channel of barren consumption ; and, in coun- 
tries where the credit of the government is at a low ebb, with the 
further and particular disadvantage, of raising the interest of capital 
Who can be expected to lend at 5 per cent to the farmer, the manu- 
facturer, or the merchant, while he can readily get an ofler of 7 or 
8 per cent from the government? That class of revenue which has 
been called, profit of capital, is thereby advanced in its ratio, at the 
expense of the consumer: the consumption falls off, in consequence 
of the advance in the real price of products ; the productive agency 
of the other sources of production are less in demand, and conse- 
quently worse paid ; and the whole community is the suflferer, with 
the sole exception of the capitalist 

The ability to borrow attbrds one main advantage to the state, 
namely, the power of apportioning the burthen entaued by a sudden 
emergency amonj^ a great number of successive years. In the pre- 
sent state of public anairs, and on the present scale of international 
warfare, no country could support the enormous expense from its 
ordinary annual revenue. Tne larger states pay in taxation nearly 
as much as they are able ; for economy is by no means the order of 
the day with them; and their ordinary expenditure seldom falls 
much short of the income. If the expenditure must be doubled to 
save the nation from ruin, borrowing is usually the only resource ' 
unless it can make up its mind to violate all subsisting en^gementi 
and be guilty of spoliation of its own subjects and foreigners too 
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The faculty of borrowing is a more powerful agent, I even gun- 
powder ; but probably the gross abuse that is made wiil soon 
destroy its efficacy. 

Great pains bav-e been taken, to find in the system of borrowing, 
as well as in taxation, some inlierent advantage l>eyond that of sup- 
plying the public consumption. But a close examination will expose 
the hopelessness of such an attempt. 

It -las been maintained, for instance, that the debentures and secu- 
rities, which form a national debt, become real and substantial 
values, existing within the community; that the capital, of which 
they are the evidence or representative, is so much positive wealth, 
and must be reckoned as an item of llie total substance of the nation.* 
But it is not so; a written contract or security is a mere evidence, 
that such or such property belongs to such an individual. But 
wealth consists in the property itself, and not in the parchment, by 
wliich its ownership ia evidenced ; therefore & fortiori, a security is 
not even an evidence of wealth, where it does not represent an 
actual existing value, and when it operates as a mere power of at- 
torney from the government to its creditor, enabling him to receire 
aniiually a specified portion of the revenue expected to be levied upon 
the tax-payers at large. Supposing the security to be cancelled, as 
it might be by a national banKruptcy, would there be any the least 
diminution of wealth in Uie community? Undoubtedly not. The 
only dificrence would be, that the revenue, which before went to the 
public creditor, would now be at the disposal of the tax-payer, from 
whom it used to be taken. 

Those who tell us, that the annual circulation is increased by the 
whole amount of the annual disbursements of the govern ment,f 
forget that these disbursements arc made out of tlie annual products, 
ana are a portion of the annual revenue, taken from tlie tax-payer, 
which would have been brought into the general circulation just the 
same, although no such thing as national debt bad existed. The 
tax-payer would have spent what is now spent by the public credit- 
or; that is all. 

The sale or purchase of debentures or securities is not a produc- 
tive f^irculation, but a mere substitution of one public creditor in 
place of another. When these transfers degenerate into stock-job- 
bing, that is to say, the making of a profit by the rise and fall of 
their price, they are productive of much mischief; in the first place, 
by ihc unproductive employment on this object of the agent of cir- 
culation, money, which is an item of the national capital ; and, in the 

* Considtratioiis lur les Advantage f derEiUtenee d'une Dctle publigue, p. 8. 

f Tlie transferable nature of these Eecurities does not invest them with the 
prowrties of money, since they do not act io that capacity. But the use of con- 
vertible paper, as money, operates to create a positive addition to tlie total m- 
tional capital ; becauae, hut for thoir agency in the IrBmrfer of value in ^neral, 
tt must be executed by specie, orsume equally sultatantial item nf capital. Go- 
vernmen> debentures of stock require money to circulate them, iosteaa of actiof 
th^miselvei as moucy. 
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nextt b^ procuring a gain to one person by the loss of another ; 
which IS the characteristic of all gaming. The occupation of the 
stock-jobber yields no new or useful product ; consequently having 
no product of his own to give in excnan^e, he has no revenue to 
subsist upon, but What he contrives to make out of the unskilfulness 
or ill-fortune of gamesters like himself. 

A national debt has been said to bind the public creditors more 
firmly to the government, and make them its natural supporters by 
a sense of common interest ; and so it does, beyond all doubt But, 
as this common interest may attach equally to a bad or a good go- 
vernment, there is just as much chance oi its being an injury, as a 
benefit to a naUon. If we look at England, we shall see a vast num- 
ber of well-meaning persons, induced by this motive to uphold the 
abuses and mis^overnment of a wretched administration* 

It has been turther urged, that a national debt is an index of the 
public opinion, respecting the degree of credit which the government 
deserves, and operates as a motive to its good conduct, and endea- 
vours to preserve the public opinion, of which such a debt furnishes 
the index. This can not be admitted without some qualification. 
The good conduct of government in the eyes of the public creditors, 
consists in the regular payment of their own dividends ; but in the 
eyes of the tax-payers, it consists in spending as little as possible. 
The market-price of stock does, indeed, furnish a tolerable index of 
the former kmd of good conduct, but not of the latter. Perhaps it 
would be no exaggeration to say, that the punctual payments of the 
dividends, instead of being a sign of good, is in numberless instances 
a cloak to bad, government; and, in some countries, a boon for the 
toleration of firequent and glaring abuses. 

Another argument in favour of national debt is, that it affords a 
prompt investment to capital, which can find no ready and profitable 
employment, and thus must, at any rate, prevent its emigration. If 
it ao, so much the worse : it is a bait to tempt capital towards its 
destruction, leaving the nation burthened witii the annual interest, 
which government must provide. It is far better that the capital 
should emigrate, as it would probably return sooner or later: and 
then its interest for the mean time will be chai^able to foreigners. 
A national debt of moderate amount, the capital of vrhich should 
have been well and judiciously expended in useful works, might 
indeed be attended with the advantage of providing an investment 
for minute portions of capital, in the hands of persons incapable of 
turning them to account, who would probably keep 'hem locked up, 
or spend them by driblets, but for the convenience of such an invest- 
ment This is perhaps the sole benefit of a national debt ; and even 
this is attended with some danger ; inasmuch as it enables a govern- 
ment to squander the national savings. For, unless the principal be 
spent upon objects of permanent puolic benefit, as on roads, canals, 
or the like, it were better for the public, that the capital should re- 
main inactive, or concealed ; since, if the public lost the use of it, at 
least it wouM not have to pay the interest 
41 8L 
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Thus, it may he expedient to borrow, when capital must be spenl 
by a government, having nothing but ihe uaufruct at its command 
but we are not to imagine, thai, by tlie act of borrowing, the public 
prosperity can be advanced. The borrower, whetfier a sovereign, 
or an individual, incurs an annua] charge upon his revenue, besides 
impoverishing himself to the full amount of the principal, if it be 
consumed; and nations never borrow but with a view to coasume 
outright. 



'/ 



O/public Credit, Us Baeis, and Ihe Circ until oncer ihat tndangti it* SoUdttj/. 

Public credit is the confidence of individuals in the engagements 
of the ruling power, or government. This credit is at the extreme 
jioint of elevation, when tlie public creditor gels no higher interest, 
than he would by lending on llie best private securities ; which is a 
clear proof, that the lenders require no premium of insurance to 
cover the extra risk they incur, and that in their estimation there is 
no such extra risk. Public credit never reaches this elevation, ex- 
cent where the government is so constituted, as to find great diffi- 
culty in breaking its engagements, and where, moreover, its re- 
sources are known to be equal to its wants ; for which latter reason, 
public credit is never very high, unless where the financial accounts 
of the nation are subject to general publicity. 

Where the public authority is vested in a single individual, it is 
next to impossible, that public credit should be very extensive: for 
there is no security, beyond the pleasure and good failh of the 
monarch. Whan the authority resides in the people, or its repre- 
senlalives, there is the further security of a personal interest in the 
people themselves, who are creditors in their individual, and debtors 
in their aggregate character ; and therefore, can not receive in the 
former, without paying in the latter. This circumstance alone 
would lead us to presume, that now, when great undertakings are 
so costly as to be efiected by borrowing alone, representative go- 
vernments will acquire a marked preponderance in the scale of 
national power, simply dn account of their superior financial re- 
sources, without reference to any other circumstance. 

In one light, the obligations of government inspire more confi- 
dence than those nf individuals, that is to say, by the greater solidity 
of its resources. The resources of the most responsible individual 
may fail suddenly and totally, or at least to such an extent, as to 
disable him from performing his engagements. 

Numerous commercial failures, political or national calamities, 
litigation, fraud or violence, may ruin him entirely; but the sup- 
jiiies of a government arc derived from such various quarters, that 
'.he individual calamities of its subjects can operate but partially upon 
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the revenue of the state. There is also another thing, that facilitates 
the borrowing of government even more than the credit it is fairly 
entitled to ; and that is, the great facility of transfer presented to the 
stockholder. P.ublic creditors always reckon upon tne possibility of 
withdrawing by the sale of their debentures, before the occurrence 
of embarrassment or bankruptcy { and, even where they contemplate 
such a risk, generally consider some sidvance of the rate of interest 
a sufficient premium of insurance against it 

Moreover, it is observable, that the sentiments of lenders and 
indeed of mankind upon all occasions, are more powerfully operated 
upon by the impressions of the moment, than bv any other motive; 
experience of the past must be verv recent, and the prospect of the 
future very near, to have any sensible efiect The monstrous breach 
of faith on the part of the French government in 1721, in regard to 
its paper-money and the Mississippi share-holders, did not prevent 
the ready negotiation of a loan of 200,000,000 Uv. in 1750 ; nor did 
the bankrupt measures of the Abb^ Terrai in 1772 prevent the 
negotiation of fresh loans in 1778 and every subsequent year. 

In other points of view, the credit of individuab is better founded 
than that of the government There is no compulsory process 
against the latter, fer the breach of its engagements ; nor clo govern- 
ments ever husband the national resources with nearly the care and 
attention of iildividuals. Besides, in the event of external or internal 
subversion, individuals may withdraw their property from the wreck 
much better than governments can. 

Public credit aflbrds such facilities to public prodigality, that 
many political writers have regarded it as fatal to national pros- 
perity. For, say they, when governments feel themselves strong in 
the ability to borrow, they are too apt to intermeddle in every 
political arrangement, and to conceive gigantic projects, that lead 
sometimes to disgrace, sometimes to fflory, but always to a state of 
financial exhaustion ; to make war &emselves, and stir up others 
to do the like ; to subsidize every mercenary agent, and deal in the 
blood and the consciences of mankind ; making capital, which should 
be the fruit of industry and virtue, the prize of ambition, pride, and 
wickedness. 

A nation, which has the power to borrow, and yet is in a state of 
political feebleness, will be exposed to the requisitions of its more 
powerful neighbours. It must subsidize them in its defence ; must 
purchase peace ; must pay for the toleration of its independence, 
which it generally loses after all ; or perhaps must lend, with the 
certain prospect of never being repaid. 

These are by no means hypothetical cases : but the reader is left 
to make the application himself. 

By the establishment of sinking-funds, well-ordered governments 
have found means to extinguish and discharge their redeemable 
debt The constant operation of this contrivance contributes more 
than any thing else to the consolidation of public credit Tho mode 
of proceeding is sim[Jy this : 
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Suppose that tho stale borrows 100 millions of dollars at an in- 
terest of 5 per cent. ; to pay that interest, it must appropriate a portion 
of the national revenue to the amount of 5 millions of dollars. For 
this purpose, it usually imposes a tax calculated to produce this 
sum annually. If the tax be made to produce somewhat more, aay 
6,463,400 dollars, and the surplus of 462,400 dollars be thrown into 
a particular fund, and laid out annually, in the purchase of govern- 
ment debentures to that amount in the market, and if, moreover, in 
addition to this surplus, the interest likewise upon the debt thus 
extinguished, be annually employed in such purchases, the whole 
principal debt will be extinguished at the end of fifty years. This 
IS the mode in which a sinking-fund operates,] The efhcacy of this 
expedient depends npon the progressive' power of compound in- 
terest; that iH to aay, the gradual augmentation of the interest of 
capita!, by the addition of interest upon the arrears of interest, 
reckoned from certain stated periods. 

It is obvious, that, by an annual instalment of not more than 10 
. I per cent, upon its own interest, the principal of a debt bearing an 
mterest of 5 per cent, may be extinguished in less than 50 years. 
However, the sale of the debentures being voluntary, if the holders 
will not sell at par, that is to say, at 20 years purchase, the redemp- 
tion, in this way, will take somewhat longer time ; but this very 
state of tlic market will be a convincing proof of the high ratio of 
national credit. On tho other hand, if the credit decline, so that the 
same sum will purchase a larger amount of debentures, the extinc- 
tion of the debt will be effected in a shorter period. So that the 
lower public credit falls, the more powerful is the operation of a 
sinking-fund to revive it i and that fund grows less efficient, exactly 
in proportion as it becomes less requisite. 

To the establishment of such a fund, has the long-continued public 
credit of Great Britain been attributed, and her ability still to go on 
borrowing, in spite of a debt of more than 800 millions sterling. (1) 

(1} In n. note, here Hubjoined, [he author stated the amount of the Briliih na- 
tional debt, ia the year 1815, (n iha authority of a speech dibjIb in parliament 
in February, of that year, by tlie chancellor of the exchequer, Mr, Vansittwt. 
We now have it in our power, in place of the aoto in queetion, to furnish the 
reader with an exact statement of the British national debt, from its commence- 
ment, at the revolution of 1688, to the 5lh of January, 1832, The abetr»ct wo 
give is extracted from the Tables to Pari It. of " Pebrer on the Taxation, Debt, 
Capital, Resources, &c. of the whole British Empire," a work which we before 
had occasion to refer to, and of the highest ElAtistical authority. 

Pourtdi ilerUttg. 

National debt at the revolution, 1688, 661,263 

InereasG (luring the reign of Williara and Mary, - - - - 15,730,439 

Debtataccesaionof Anne, 1702, 16.394,708 

increase during reign of Anne, 37,750,661 

Debt at accession of Georgo I., 1714, -.-..-.. 64,145,363 
Bocreaso duibg reign of George I., ........ 2,053,128 
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And doubtless this it iSv that has made Smith declare smking-funds, 
which were contrived expressly to reduce national debt, the main 
instruments of their increase. Had not governments the happy 
knack of abusiqg resources of every kind, they would soon grow 
too rich and powerful 

A sinking-lund is a complete delusion, whenever a government 
continues borrowing on one hand, as much as it redeems on the 
other ; and H fortiori^ when it borrows more than it redeems, as 
England has constantly done, since the year 1793 to the present 
time. Whenoesoever the amount of the sinking-ftHid be derived, 
whether it be merely the product of a fresh tax, or that product, 
augmented by the interest on the extinguished debt, if the govern- 
ment borrow a million tor every milUoo of debt that it pays off, it 
creates an annual charge of precisely the same amount as that ex* 
^inffuished : it is precisely the same thing, as lending to itself the 
million devoted to the purpose of redemption. Indeed, the latter 
course would save the expense of the operation. This position has 
been folly established in an excellent work, by professor Hamilton,^ 
which is quite conclusive upon the subject The enormous burthens 



*0b the National Jkki of Great Britain. 8vo^ Edinborgh, 1813. 

Debt at accenion of George IL, 1727, 52,002,285 

Decrease during the peace, -- 5,197,612 

Debt at commencement of Spanish war, 1799^ .... 46,054,623 
Incxeaae during the war, ....••..••.. 81,388»689 

Debt at end of Spmiah war, 1748, 78,208,312 

Decrease during the peace, -•••••.•-•• 3,721,472 

Debt at oommeocement of war, 1766, 74,571,840 

In e geaae during the wmr, »•••••-•••.. 72,111,004 

Debt at conclusion of the peace, 1762, 146,682,844 

Decrease during the peace, -....•••••. 10,780,703 

Debt at commencement of American war, 1776, • • • • 135,043,051 
Increase during the war, ..••••• 102^541310 

Debt at conclusion of American war, 1788, • • • • • 288,484,870 
Decrease during the peace, ----.••.... 4,751,261 

Debt at commencement of French revoiutionary war, 1708, 233,733,600 
Increase during the war, •.....•••... 205,105,668 

Debt at peace of Amiens, Ist February, 1801, 528,830*277 

Increase during the second war, .•••...•. 335,088,164 

Debt at peace of Paris, 1st February, 1816, 864322,441 

Decrease since the peace, ..••.. 82,155,207 

Debt on 5th January, 1882, .-• £782,667,234 

Equal to 8,756302,723 doUais. 

Amxbicar EDrroB. 
41* 
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of ihe people of England, the scandalous abuse its government has 
made of llie power of borrowing, and her subatitution of paper-mo- 
ney in place of specie, will have produced some benefit at least; 
inasmuch as they have assisted the solution of many problems, 
highly interesting to the happiness of nations, and given warning to 
all future generations, to beware of the like excesses. 

It must be evident, that the grand requisite to the efficiency of 
a sinking-fund is, the punctual and inviolable application of the sums 
appropriated to the purpose of redemption. Yet this has never been 
rigidly adhered to, even in England, where consistency and good 
faith to the creditors are a point of honour with the governmenL 
So that English writers put no faith in the extinction of the debt ly 
the operation of the sinking-fund : nay. Smith makes no scruple of 
declaring, that national debts have never been extinguished except 
by national bankruptcy. 

It has been sometimes a matter of speculation, to inquire into the 
effect of a national bankruptcy upon the relative condition of indi- 
viduals, and the internal economy of the nation. In ordinary cases, 
when a government commits an act of bankruptcy, it adds to the 
revenues of Ihe tax-payers the whole amount that it discontinues 
paying to the public creditors. — Nay, it goes somewhat further: for 
It remits likewise the charges of collection and management of the 
revenue and the debt. A nation burthened with 100 millions of 
annual interest oii its debt, whereon tlie ciiarges above mentioned 
should amount to 30 per cent* more, might by a bankruptcy remit 
to the tax-payers 130 millions, while it stript its creditors of 100 mil- 
lions only. 

In England the e fleet would be more complicated; because she 
does not pay Ihe dividends on her debt wholly out of the annual 
proceeds of taxation ; at least, not at the moment of my wriiing ; but 
annually borrows a sum nearly equal to the interest of her debt-f 
Were she to commit an act of bankruptcy, the annual loans of 40 
millions slerling, more or less, would be withdrawn from unproduc- 
tive consumption by the public creditors, and be applicable to the 
purposes of re-productive consumption : for it may fairly be suppos- 
eti, that the capitalists who accumulate and tend to the state, would 
look out for some profitable investment. In this point of view, the 
operation would tend vastly to Ihe increase of the national capital 
and revenue: but the execution would be attended with very disas- ' 
Irons immediate consequences : for this annual amount of 40 mil- 
lions would be withdrawn from the class of consumers, who have 
no other means of subsistence, and would be utterly unable to make 

♦InEnglanci and tlio United States they are not nearljsohi^h in proportion: 
but the ratio is even higher in some ataten that shall bo namelesa. 

I Colquhoun, Wcatlh, Poioer, and Reiourcfi nf the British Empire, 4to. Lon- 
don, 1814. Stokes, Recenue and Expmdilure of Grtat Britain, London, 1815, 
Should a continuance of peace enable her to square her income with her uumtl 
e:Tpenditure, inclusive of the interest of her debt, it would etill aSbrd aa n\\t(, 
but merely ureat the farther progTeag of the evil. 
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good their losses in any other way, for want of both personal indus- 
try, and of the command of capital. 

A bankruptcy would probably obviate the necessity of fresh loans ; 
but would not release an atom of the former taxation, where the 
interest of the debt is habitually paid, not with the proceeds of tax- 
ation, but with new loans. Thus, the burthens of the people would 
not be alleviated,* nor the charges of production reduced : conse- 
quently there would be no sensible reduction in the price of commo- 
dities ; nor would British products find a readier market either at 
home or abroad. 

The classes liable to taxation would be diminished in numerical 
strength, by the whole of the suppressed stockholders ; and taxation 
less productive, although not lower in ratia The 40 millions of 
revenue, withdrawn from the public creditors, would pay taxes only 
upon the annual profit or revenue, they might yield in the character 
of productive capital. The ruin of the pubhc creditors would be 
attended with abundance of collateral distress ; with private failures 
and insolvency without end; with the loss of employment to all 
their tradesmen and servants, and the utter destitution of all their 
dependants. 

On the other hand, if she persevere in borrowing to pay the inter- 
est of the former loans, that interest and with it taxation also, must 
go on increasing to infinity. It is impossible to avoid a precipice^ 
when one follows a road that leads nowhere else. 

The potentates of Asia, and all sovereigns, who have no hopes of 
establishing a credit, have recourse to the accumulation of treasure. 
Treasure is the reserve of past, whereas a loan is the anticipation of 
future revenue. They are both serviceable expedients in case of 
emergency. 

A treasure does not always contribute to the political security of 
its possessors. It rather invites attack, and very seldom is faithfully 
applied to the purpose for which it was destined. The accumula- 
tion of Charles V. of France fell into the hands of his brother, the 
duke of Anjou ; those which pope Paul II. destined to oppose the 
Turkish arms, and drive them out of Europe, supplied the extrava- 

fancies of Sixtus IV. and his nephews. Tne treasures amassed by 
[enry IV., for the humiliation of the house of Austria, were lavish- 
ed upon the favourites of the queen-mother : and, at a later period, 
we have seen the political power of Prussia brought into imminent 
hazard by those very savings, which were destined by Frederick 
III. to its consolidation. 

The command of a large sum is a dangerous temptation to a 
national administration. Tnough accumulated at their expense, the 
people rarely, if ever profit by it : yet in point of fact, all value, and 
consequently, all wealth, originates with the people. 

* Economy in the national expenditure is the only things that can mitigate the 
pressure of taxation upon the British nation ; yet were economy enlbn^d, how 
b that system of corruption to be upheld, through which the interest of th^mls- 
ister of Uie day regularly prevails over that of Uie nation 'i 
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